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MUTUAL SECURITY ACT OF 1952 


THURSDAY, MAY 8, 1952 


Unirep STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
Washington, D.C. 
The committee met, pursuant to notice, at 10:10 in room 212, 
Senate Office Building, Senator Richard B. Russell (chairman) 
presiding. 
Present: Senators Russell (chairman), Byrd, Johnson (Texas), 
Stennis, Long, Saltonstall, Knowland. Cain, and Flanders. 
Also present: Verne D. Mudge and Mark Galusha, of the com- 
mittee staff. 
Chairman Russe.u. Well, gentlemen, the committee will come to 
order. 
INtTRODUCTORY REMARKS OF THE CHAIRMAN 


Gentlemen, we are opening hearings today on one of the most 
important bills that will come before this session of Congress. It is 
a measure which poses questions that I am sure trouble all of us. 

This is a proposal to authorize the use of $6,900,000,000 to shore 
up the economic and military strength of those nations we regard as 
our allies. Of that amount, $4,700,000,000 relate directly to defense 
equipment, to the implements of war. 

Even in this day of astronomical budgets, $6,900,000,000 represents 
a tremendous sum of money. It is a tremendous sum which, if 
authorized, will have to be gouged out of the resources of the United 
States. To speak more specifically, it will have to come from the 
pocketbooks of the American taxpayers. 

We arrive at a stage in the history of this Nation where we must 
proceed with extreme caution in the allocation of our resources. 
Whatever may have beeti the economic realities of the past, we are 
straining our fiscal machinery to the utmost. 

I believe that most Americans are aware of this factor. I think 
that the great majority realize the dire necessity of conserving our 
economic strength. 

I am convinced that the larger part of our people know that we 
cannot fight external aggression vigorously if we have been bled 
internally to a state of feebleness. 

To my mind, these are evident facts; they are fundamentals which 
must be accepted if we are to chart a realistic course that will insure 
the ultimate survival of our Nation and our institutions, 

In charting that course, however, we must guard vigilantly against 
being panicked by those self-evident facts. We must not assume that 
because of past difficulties it is impossible. We must not convince 
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ourselves that because sacrifices are involved that those sacrifices 
are crippling. 

This is a country which has always demanded that our fighting men 
have the equipment to do the job before them. It is also a country 
which has chosen to sacrifice equipment rather than men whenever such 
a choice had to be made. Between losing a gun and losing a man, 
Americans will always sacrifice the gun first, and sacrifice it gladly 
to save a life. That is as it should be. 

In other words, gentlemen, Congress has a double responsibility 
in all of our defense programs. We must examine those programs 
not just to determine whether they are wasteful, but also to deter- 
mine whether they are adequate. 

It is not enough to assure ourselves that our Armed Forces are 
diligently conserving the Nation’s resources. We must also assure 
ourselves that they are supplying our boys in Korea with the equip- 
ment they need to fight the enemy. 

It is not enough to assure ourselves that the programs of the 
Army, the Navy, and the Air Force are economically conceived and 
executed. We must also assure ourselves that those programs are 
adequate to their purpose, the defense of the United States. 

Similarly, it is not enough to set up safeguards against wasting the 
funds that we expend to strengthen our allies. We must assure 
ourselves also that those funds are used to accomplish the purpose 
for which they are intended. 


IS THE SUM REQUESTED ADEQUATE FOR THE JOB? 


Above all, we must adhere to this guiding principle, anything that 
is short of adequate is wasteful, and wasteful in the worst sense. 
Unless we devote enough of our energy and resources to do the job, 
we run the risk of losing all our resources and submitting our capac- 
ity to the control of our enemy. 

We recently heard the testimony of General Gruenther on this 
subject, and his testimony was excellent. But so far as I know, we 
have yet to hear from the responsible American who has dealt most 
intimately with this subject, the principal architect of the plan, and 
I refer, of course, to General Eisenhower. 

Before this meeting opened I dispatched the following telegram to 
General Eisenhower, a cablegram which I will now read into the record: 

The Senate Armed Services Committee is holding hearings on the $6,900,000,000 
(b) mutual assistance bill. It would be of great value to the committee if you 
could inform us as soon as possible whether, in your opinion, this sum is adequate 
to the job of building the defenses of the free world against aggression. 

Gentlemen, our first witness this morniag is Secretary of Defense 
Robert A. Lovett, and he, of course, needs no introduction to any 
member of this committee. 

Mr. Secretary, vou have heard my opening remarks. I know that 
vou are familiar with the fundamental premises of this hearing. 

(S. 3086, is as follows:) 
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[S. 3086, 82d Cong., 2d sess. Report No. 1490} 


A BILL To amend the Mutual Security Act of 1951, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘ Mutual 
Security Act of 1952”. 

Sec. 2. Section 2 of the Mutual Security Act of 1951 is amended by inserting 
“(a)” after the section number and by adding at the end thereof a new subsection 
as follows: 

‘“(b) The Congress welcomes the recent progress in political federation, mili- 
tary integration, and economic unification in Europe and reaffirms its belief in 
the necessity of further vigorous efforts toward these ends as a means of building 
strength, establishing security, and preserving peace in the North Atlantic area. 
In order to provide further encouragement to such efforts, the Congress believes 
it essential that this Act should be so administered as to support concrete meas- 
ures for political federation, military integration, and economic unification in 
Kurope. Appropriations made pursuant to paragraphs 101 (a) (1), relating to 
military assistance, and 101 (a) (2), relating to defense support and economic 
assistance, of this Act may be used, pursuant to the applicable terms and con- 
ditions of the Mutual Defense Assistance Act of 1949, as amended, and the 
Economic Cooperation Act of 1948, as amended (22 U. 8. C. 1501-1522), respec- 
tively, to furnish assistance (including, in the case of amounts available pursuant 
to paragraph 101 (a) (2), transfers of funds) to any of the following organizations: 
(a) The North Atlantic Treaty Organization, (b) the European Coal and Steel 
Community, (¢) the organization which may evolve from current international 
discussions concerning a European defense community.” 

Sec. 3. Title I (relating to Europe) of the Mutual Security Act of 1951 is 
amended as follows: 

(a) At the end of section 101 (a) (1), which relates to military assistance for 
Europe, add the following new sentence: ‘‘There is hereby authorized to be appro- 
priated to the President for the fiscal vear 1953 not to exceed $3,620,317,000, for 
assistance pursuant to the provisions of the Mutual Defense Assistance Act of 
1949, as amended (22 U. S. C. 1571-1604) to countries eligible for assistance 
under this paragraph; and in addition unexpended balances of any appropriations 
heretofore Made pursuant to this paragraph are authorized to be continued 
available for their original purposes through June 30, 1953, and to be consolidated 
with the appropriation hereby authorized.” 

(b) At the end of section 101 (a) (2), which relates to defense support and 
economic assistance for Europe, add the following new sentence: ‘‘There is hereby 
authorized to be appropriated to the President for the fiscal vear 1953 not to 
exceed $1,588,922,000, to carry out the purposes and provisions of this paragraph; 
and in addition unexpended balances of appropriations heretofore made pursuant 
to this paragraph are authorized to be continued available for their original 
purposes through June 30, 1953, and to be consolidated with the appropriation 
hereby authorized.” 

(c) At the end of section 101, add the following new subsection: 

**(¢) Unexpended balances of appropriations made available for assistance to 
Spain pursuant to this section by the Act of October 31, 1951 (Public Law 249, 
Kighty-second Congress), are authorized to be continued available until June 
30, 1953.” 

Sec. 4. Title II (relating to the Near East and Africa) of the Mutual Security 
Act of 1951 is amended as follows: 

(a) At the end of section 201, which relates to military assistance for the 
Near East area, add the following new sentence: ‘‘There is hereby authorized 
to be appropriated to the President for the fiscal year 1953 not to exceed $529,- 
614,000, to carry out the purposes and provisions of this section; and in addition 
unexpended balances of any appropriations heretofore made pursuant to this 
section are authorized to be continued available for their original purposes through 
June 30, 1953, and to be consolidated with the appropriation hereby authorized.” 

(b) At the end of section 203, which relates to economic and technical assist- 
ance for the Near East and Africa, add the following new sentence: ‘‘There is 
hereby authorized to be appropriated to the President for the fiscal year 1953 not 
to exceed $48,038,000, to carry out the purposes and provisions of this section; 
and in addition unexpended balances of any appropriations heretofore made 
pursuant to this section are authorized to be continued available for their original 
purposes through June 30, 1953, and to be consolidated with the appropriation 
hereby authorized.” 
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(ce) After section 205 add the following new section: 

“Sec. 206. In addition to the amounts authorized by section 203, there is 
hereby authorized to be appropriated not to exceed $56,772,000 for carrying out 
the purposes and provisions of section 204 of this Act, relating to Palestine refugees, 
during the fiscal year 1953; and not to exceed $66,380,000 for carrying out the 
purposes and provisions of section 205 of this Act, relating to refugees in Israel, 
during the fiscal year 1953: Provided, That amounts appropriated pursuant to 
this section which the President finds eannot be effectively expended to carry 
out the purposes and provisions of seetions 204 and 205 may be transferred to and 
merged with the appropriations authorized by section 203.” 

Sec. 5. Title III (relating to Asia and the Pacific) of the Mutual Security Act 
of 1951 is amended as follows: 

(a) At the end of section 301, which relates to military assistance for Asia and 
the Pacific, add the following new sentence: ‘‘There is hereby authorized to be 
appropriated to the President for the fiscal year 1953 not to exceed $533,859,000, 
to carry out the purposes and provisions of this section; and in addition unex- 
pended balances of any appropriations heretofore made pursuant to this section 
are hereby authorized to be continued available for their original purposes through 
June 30, 1953, and to be consolidated with the appropriation hereby authorized.”’ 

(b) At the end of section 302 (a), which relates to economic and technical 
assistance for Asia and the Pacific, add the following new sentence: ‘There is 
hereby authorized to be appropriated to the President for the fiscal year 1953 not 
to exceed $356,354,000, to carry out the purposes and provisions of this subsection; 
and in addition unexpended balances of any appropriations heretofore made 
pursuant to this subsection are hereby authorized to be continued available for 
their original purposes through June 30, 1953, and to be consolidated with the 
appropriation hereby authorized. Appropriations made pursuant to this subsec- 
tion may be used without being limited by section 503 of this Act, the section which 
limits economic assistance to that necessary to carry out mutual defense programs.”’ 

(c) At the end of section 302 (b), concerning Chinese and Korean students in 
the United States, add the following new sentence: ‘‘Unexpended balances of 
allocations heretofore made to the Secretary of State pursuant to that proviso 
shall be continued available until expended.” 

(d) In the first sentence of section 303 (a), authorizing the appropriation of 
$45,000,000 for Korean relief, after the words “to be appropriated to the Presi- 
dent”’ insert the words ‘‘for the fiscal year 1953”’. 

(e) Inthe seeond sentence of section 303 (a) strike out 1952” and insert ‘1953”’. 

(f) Immediately before the last sentence of section 303 (a) insert the following: 
“Tn addition, the United States Department of the Army is hereby authorized to 
make available to the United Nations Korean Reconstruction Agency, at the time 
when that agency assumes full responsibility for relief and rehabilitation in Korea, 
goods and services of a value not to exceed $67,500,000 which the Department of 
the Army then has on hand or on order for civilian relief in Korea and which the 
President determines should be contributed by the United States to the United 
Nations Korean Reconstruction Agency for use in its relief and rehabilitation 
operations in Korea. The value of goods and services made available pursuant 
to the preceding sentence shall be credited toward the contribution to be made by 
the United States to the United Nations Korean Reconstruction Agency.” 

(g) The last sentence of section 303 (b), which provides for reduction in United 
States contributions to Korean relief by the amounts made available by United 
States agencies, is hereby repealed. 

Sec. 6. Title IV (relating to Latin America) of the Mutual Security Act of 1951 
js amended by adding the following new section: 

“Sic. 403. In addition to the amounts heretofore authorized and appropriated, 
there are hereby authorized to be appropriated to the President for the fiscal year 
1953 not to exceed $54,501,000 to carry out the purposes and provisions of section 
401, which relates to military assistance for Latin America, and not to exceed 
$19,215,000 to carry out the purposes and provisions of section 402, which relates 
to technical assistance for Latin America. In addition, unexpended balances of 
the appropriation heretofore made pursuant to each such section are authorized 
to be continued available for their original purposes through June 30, 1953, and 
to be consolidated with the applicable appropriation authorized by this section.” 

Sec. 7. Title V (relating to organization) of the Mutual Security Act of 1951 is 
amended as follows: 

(a) Section 514, which authorizes the use of $55,000,000 for strategic materials, 
and section 522, which requires that at least 10 per centum of the funds for aid 
pursuant to the Economie Cooperation Act of 1948, as amended, be in the form of 
loans, are hereby repealed. 
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(b) In section 519 (a), which permits the limited use of economic and technical 
assistance funds for the Near East, Africa, Asia, and the Pacific to acquire local 
currency, immediately after the words ‘‘may be advanced’’, insert the words 
“out of funds made available for assistance under the Economic Cooperation Act’’. 

(c) After section 531 add the following new sections: 

“Sec. 5382. The provisions of section 119 of the Economie Cooperation Act of 
1948, as amended (22 U.S. C. 1517), which concern exemption from contract and 
accounting laws, shall apply to the performance of functions authorized by this 
Act. 

“Sec. 533. (a) Notwithstanding section 2 of the Act of July 31, 1894 (5 U.S.C. 
62), which prohibits certain retired officers from holding certain office, any retired 
officer of any of the services mentioned in title 37 of the United States Code may 
hold any office or appointment under this Act or the Mutual Defense Assistance 
Control Act of 1951, but the compensation of any such retired officer shall be 
subject. to the provisions of the Act of June 30, 19382 (5 U.S. C. 59a), which does 
not permit retired pay to be added to the compensation received as a civilian 
officer. 

b) Officers of the United States Public Health Service and officers of the 
Coast and Geodetic Survey, who are assigned for du y under this Act outside the 
continental limits of the United States, may receive the allowances and benefits 
provided for officers in the Foreign Service Reserve or Staff by the Foreign Service 
Act of 1946, as amended (22 U. 8. C. 801-1204), and may also receive salary 
differentials as provided in that Act computed on their basic pay under the Career 
Compensation Act of 1949, as amended (37 U.S. C. 231-320) ; and, in addition to 
any quarters furnished them by the Government, such officers may receive, 
during the period of their assignment for duty outside the continental limits of 
the United States, the allowance payable under section 302 (f) of the Career 
Compensation Act of 1949, as amended (87 U.S. C. 252 (f)). 

“Sec. 534. In order to encourage further the movement of mirgants from 
Kuropean countries having surplus population, there is hereby authorized to be 
appropriated to the President $8,734,000 for use in making contributions for the 
calendar vear 1953 to the Provisional Intergovernmental Committee for the 
Movement of Migrants from Europe established at Brussels, Belgium, on Decem- 
ber 5, 1951, or to any successor organization. 

Sec. 5385. The authority to pay ocean freight charges on shipments of relief 
supplies and packages under section 117 (e) of the Economic Cooperation Act of 
1948, as amended (22 U.S. C. 1515 (e)), shall be continued and may be exercised 
after June 30, 1952, by any department or agency of the Government that the 
President may designate: Provided, That this authority shall hereafter also be 
applicable to relief shipments by voluntary nonprofit relief agencies registered 
with and approved by the Advisory Committee on Voluntary Foreign Aid to any 
country eligible for economic or technical assistance under this Act: And provided 
further, That not to exceed $2,446,000 are authorized to be appropriated to the 
President for the fiscal year 1953 for use in paying ocean freight eharges under 
section 117 (c) of the Economie Cooperation Act of 1948, as amended. 

“Sec. 536. The authority to make informational media guaranties under 
section 111 (b) (3) of the Economic Cooperation Act of 1948, as amended, shall 
be continued and may be exercised after June 30, 1952, by any department or 
ageney of the Government that the President may designate.” 

Sec. 8. The Mutual Defense Assistance Act of 1949, as amended (22 U.S. C. 
1571-1604), is further amended as follows: 

(a) Before the period at the end of the proviso in the first sentence of section 
403 (d), which authorizes the furnishing of $1,000,000,000 worth of excess equip- 
ment to foreign nations, insert a comma and the words ‘‘and after June 30, 1952, 
by an additional $200,000,000”’. 

(b) Change section 408 (e), concerning reimbursable aid, to read as follows: 

“(e) (1) The President may, from time to time, in the interest of achieving 
standardization of military equipment and in order to provide procurement 
assistance without cost to the United States, transfer, or enter into contracts for 
the procurement for transfer of, equipment, materials or services to: (A) nations 
eligible for assistance under title I, II, III, or IV of the Mutual Security Act of 
1951; (B) a nation whieh has joined with the United States in a collective defense 
and regional arrangement; (C) any international military organization or head- 
quarters if, in the opinion of the President, such assistance will further the purposes 
of this Act; or (D) any other nation not eligible to join a collective defense and 
regional arrangement referred to in clause (B) above, but whose ability to defend 
itself or to participate in the defense of the area of which it is a part, is important 
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to the security of the United States: Provided, That prior to the transfer of any 
equipment, materials, or services to a nation under this clause (D), it shall provide 
the United States with assurance that such equipment, materials, or services are 
required for and will be used solely to maintain its internal security, its legitimate 
self-defense, or to permit it to participate in the defense of the area of which it is 
a part, or in United Nations collective security arrangements and measures, 
and that it will not undertake any act of aggression against any other state: 
Provided further, That, in the case of any such transfer, the President shall forth- 
with notify the Committee on Foreign Relations of the Senate, the Committees 
on Armed Services of the Senate and of the-House of Representatives, and the 
Committee on Foreign Affairs of the House of Representatives. 

‘““(2) Whenever equipment or material is transferred from the stocks of, or 
services are rendered by any agency, to any nation or international organization as 
provided in paragraph (1) above, such nation or international organization shall 
first make available the fair value, as determined by the President, of such equip- 
ment, materials, or services before delivery or, when the President determines it 
to be in the best interests of the United States, within sixty days thereafter. The 
fair value for the purpose of this paragraph shall not be less for the various cate- 
gories of equipment or materials than the value as defined in subsection (c) of 
section 403: Provided, That with respect to excess equipment or materials the 
fair value may not be determined to be less than the value specified in paragraph 1 
of that subsection plus (a) 10 per centum of the original gross cost of such equip- 
ment or materials; (b) the scrap value; or (c) the market value, if ascertainable, 
whichever is the greater. Before a contract is entered into, or rehabilitation work 
is undertaken, such nation shall (A) provide the United States with a dependable 
undertaking to pay the full amount of such contract or the cost of such rehabilita- 
tion which will assure the United States against any loss on the contract, or 
rehabilitation work, and (B) shall make funds available in such amounts and at 
such times as may be necessary to meet the payments required by the contract or 
the rehabilitation work in advance of the time such payments are due, in addition 
to the estimated amount of any damages and costs that may accrue from the 
cancellation of such contract or rehabilitation work: Provided, That the total 
amount of outstanding contracts under this subsection, less the amounts which 
have been paid the United States by such nations, shall at no time exceed 
$700,000,000. 

(3) The provisions of section 409 of this Act shall not apply to equipment, 
materials, and commodities made available under this subsection.” 

Sec. 9. The Act for International Development is amended as follows: 

(a) At the end of section 404 (b), as amended, which relates to contributions of 
not to exceed $13,000,000 for 1952 to international organizations for technical 
cooperation programs, add the following proviso: ‘‘Provided further, That for the 
fiscal year 1953 not to exceed $14,848,000 is authorized to be appropriated to the 
President for use in making contributions under this subsection.” 

(b) Change section 413 (a) thereof, which concerns the appointment of the 
Administrator of the Technical Cooperation Administration at a salary of $15,000, 
to read as follows: 

““(a) The President shall appoint, by and with the advice and consent of the 
Senate, an Administrator for Technical Cooperation, who, under the direction of 
the President or such other officer as he may designate pursuant to section 412 
hereof to exercise the powers conferred upon him by this title, shall be responsible 
for planning, implementing, and managing the programs authorized in this title. 
He shall be compensated at a rate fixed by the President without regard to the 
Classification Act of 1949 but not in excess of $16,000 per annum. The President 
may also appoint, by and with the advice and consent of the Senate, a Deputy 
Administrator for Technical Cooperation who shall perform such functions as the 
Administrator shall designate, and shal! be Acting Administrator for Technical 
Cooperation during the absence or disability of the Administrator or in the event 
of a vacancy in the office of the Administrator. The Deputy Administrator shall 
receive compensation at a rate fixed by the President without regard to the 
Classification Act of 1949 but not in excess of $15,000 per annum.” 

Src. 10. Section 32 (b) (2) of the Surplus Property Act of 1944, as amended (50 
App. U. 8. C. 1641), is amended by striking out in the first sentence thereof 
“acquired as a result of such surplus property disposals,” and inserting in lieu 
thereof “held or available for expenditure by the United States or any agency 
thereof (or deposited pursuant to agreements entered into pursuant to section 115 
(b) (6) and 115 (h) of the Economic Cooperation Act of 1948, as amended), and 
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not required by law or agreement with such government to be expended or used 
for any other purpose,” 

Sec. 11. There is hereby authorized to be appropriated to the President not to 
exceed $20,962,000 to enable him to make contributions to the United Nations 
International Children’s Emergeney Fund until June 30, 1953, in such manner and 
01 such terms and conditions as he may deem to be in the interests of the United 
States to support international children’s welfare work. 


ADEQUACY OF SPEED IN REARMING 


Chairman Russevu. Before you begin your prepared statement, 
there is a question I would like to submit to vou. I donot care whe ther 
you answer it on the record or off the record, but I would like to have 
your considered opinion, and I shall ask this question of all the 
responsible witnesses: In your opinion, Mr. Secretary, is the United 
States arming with sufficient speed and urgency in view of current 
world conditions? Do you consider our programs adequate to the 
defense of the United States? 


STATEMENT OF HON. ROBERT A. LOVETT, SECRETARY OF 
DEFENSE 


Secretary Loverr. In the sense of end forces, Mr. Chairman, I 
can answer that in the affirmative. I do believe that the forces which 
represent our targets are currently adequate under our system of 
rearmament. 

I do not consider the speed adequate, sir, and I have consistently 
made that point before the various committees. I think there should 
be a higher order of acceleration. 

Chairman Russeiu. Do you have any specific suggestions that you 
could give this committee that would be helpful to us in accelerating 
the program, or would you care to relate it to this foreign-aid program 
in any way? 


DANGER OF ESTABLISHING CEILING FOR FISCAL YEAR 1953 


Secretary Loverr. Well, my comment was not related solely to this 
foreign-aid program. I think that a matter of the gravest concern, 
Mr. Chairman, lies in the action taken on the floor of the House in 
putting an expenditure ceiling on 1953. 

This committee is well aware of the fact that, because of the com- 
plexity of the weapons, the lead time today in the fighter aircraft runs 
between 18 and 22 months, and in the heavier types from 30 to 36 
months. Consequently, the funds which were granted the Depart- 
ments in 1951 and 1952 will produce the end items, respectively, in 
1952 and 1953, and to a certain extent in 1954. 

We, in other words, have obligated the funds, but except for partial 
payments during their construction we will not receive the end item 
in large quantities until 1953 for the funds which were obligated in 
fiscal 1951. 

Consequently, any cut or ceiling, as imposed in the House, would 
have the effect of denying us the receipt of those necessary end items 
just at the time when the full fruit of our past efforts over the past 2 
years becomes available. 
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Chairman Russeuu. It would interfere, then, with the entire pro- 
gram of the delivery of the end articles that are, of course, in produc- 
tion at this time? 

Secretary Loverr. Yes, Mr. Chairman. Its effect would be truly 
devastating. 

It is one thing to cut appropriations which permit the obligation 
of funds for the delivery of items in the future. It is another thing to 
have obtained from the Congress funds in the past few years, and to 
tell us not to accept and pay for them when they are virtually complete. 


TIME LAG BETWEEN BILLING OF CONTRACT AND DELIVERY OF END ITEMS 


In the second place, as this committee is pehaps uniquely aware, 
it is administratively utterly impossible. There is no machinery of 
Government to prevent a man from submitting a bill in June rather 
than July if his contract is complete. To be fully responsive, the 
apprehension which I have felt all the way through has been on the 
basis of time of delivery, the necessity for pushing forward with this 
program. It is not a matter of impatience, Mr. Chairman, although 
I confess that I feel that in this matter, but it is a matter of equipping 
the manpower that we have with modern weapons. 

If you take the shortest lead time of modern fighter aircraft, as 
that is an easy yardstick, for 18 months, this committee will recall that 
we received the first funds which enabled us to contract, in September 
of 1950. 

The 18-month lead time would mean that we would get the first 
end items off that line in March of 1952. 

The second substantial supplemental came on January 6, 1951. 
Under those funds we would receive the end item in July of this year. 

After the usual painful start characteristic of any mobilization 
effort we are now beginning to get production. It was very promising 
in certain items in March, which will accelerate very rapidly during 
the balance of this year, and in the first half of calendar 1953. 
tm I feel myself that the ceilings imposed on fiscal 1953 expenditures 
by the Bureau of the Budget and the White House caused a stretch- 
out which delays the acceptance of certain of these weapons as much 
as a year in certain categories. That extends the period of risk, Mr. 
Chairman, and it extends it, in my personal opinion, beyond the period 
of acceptable hazard. 


NECESSITY FOR MEETING OBLIGATIONS IN FULL 


Chairman Rvussetu. In other words, the Congress, by including 
authorizations and appropriations in bills, contractual authorizations, 
I should say, we have created there specific obligations, and it would 
not only delay the program but it would create great uncertainty in 
the mind of those who are undertaking to fulfill defense contracts if we 
did not meet all of those obligations in full. 

Secretary Loverr. Yes, Mr. Chairman; it would. 

Chairman Russeuu. To the great detriment of the defense program. 

Secretary Loverr. Yes, sir. Of the expected expenditures in 1953 
fiscal year, approximately $12% billion is in end items resulting 
from contracts made in fiscal 1951 and prior years. Approximately 
$19 billion is in deliveries under contracts made in fiscal 1952, and 
approximately $21 billion will be from 1953 funds currently requested. 
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The $21 billion to be spent in fiscal 1953 from 1953 funds is required 
for current housekeeping expenses, the pay of the troops, mainte- 
nance, operations, transportation, utilities, family allowances, and so 
forth. 

On the portion from fiscal 1951, those end items are virtually com- 
plete; in other words, there is nothing that we can do in the first 6 
months of fiscal 1953 to shut this faucet off. The load will come in 
the third and fourth quarters of fiscal 1953. 

We cannot reduce the pay, maintenance, and operations except by 
reducing the military forces. Therefore, it follows that the whole 
load falls in the 1952 contracts in the end items, and that is virtually 
all major procurement and production of aircraft, ammunition, tanks, 
and heavy equipment, ships, and so forth. So, it is a very grave 

Chairman Russevu. Those items would require the longest period. 

Secretary Loverr. Longest lead time. 

Chairman Russe.iu. Longest lead time. 

Secretary Loverr. Yes, sir. 

Chairman Russet. Now, Mr. Secretary, I believe you stated that 
you did not consider that we were proceeding with adequate speed. 
Could you give us the reasons which prompted this stretch-out of 
the original program over a longer period and, in your opinion, the 
effect of that stretch-out? 

Secretary Loverr. Yes, sir; [ can give you my best recollection of 
t, Mr. Chairman. 


BACKGROUND OF 1953 DEFENSE BUDGET 


The initial service rough estimates of requirements for fiscal 1953— 
and those requirements, I think, | must emphasize—were what the 
military considered desirable rather than completely necessary, as 
the habit is to ask for everything they want initially, and it was 
approximately $71 billion. 

Under the system which we inaugurated almost 2 years ago of 
departmental justific ation and hearings, similar to those held by the 
Appropriations Committees of the Congress, and through the ques- 
tioning and postponement of items which were not clearly necessary 
in an operational sense, although they might be desirable, that figure 
of $71 billion came down to $55 billion. This was agreed to by all 
the three Departments, as this was a community enterprise, and 
not an imposed cut, and the $55-billion budget was submitted by the 
Secretary of Defense to the President. 

In the last 2 weeks of the hearings, the Office of Defense Mobiliza- 
tion made its presentation on the basis of material feasibility; that is, 
had we set the sights so high that it, for example, took all of ‘the world 
supply of nickel or columbium, cobalt, or tungsten, or any of the 
short items, including copper at this time. 

There were certain areas in which the program, from a materials 
point of view, was or appeared to be infeasible. 

From a financial point of view, the rate of expenditures which the 
services had estimated for fiscal 1953 ran, according to my best recol- 
lection, around $73 billion; that is, at the rate of almost $6 billion a 
month. 

It was obvious that there had been wishful thinking in the service 
estimate; and, after preliminary checking for realism, we reduced 
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the figure to what appeared to be a solid base of approximately 
$62 billion to $66 billion, depending on the availability of certain of 
the short items in alloy steels, tungsten, and so forth. 

Throwing that figure into the Government estimates of expenditures 
in fiscal 1953 brought the total expenditures, as I recall it, sir, to 
over $100 billion. My impression was that it was around $105 
billion. I am not quite clear on that, as I only heard of it indirectly. 

Chairman Russeuu. As against appropriations of how much? 

Secretary Loverr. Well, as against expected tax revenues, I think 
it was $70 billion, $75 billion or thereabouts, so that there was 
an apparent estimated deficit of something over $30 billion. 

At that point the Bureau of the Budget and the White House cut 
back the $55-billion budget request which I had forwarded to ap- 
proximately $46 billion. 

We went back on appeal and justification, and——— 

Senator Byrp. What year was that? 

Secretary Loverr. Fiscal 1953, Senator Byrd. 

We went back, and they restored it to $52 billion, which was the 
amount forwarded by the President to the Congress as fiscal 1953 
military department budget, sir. 

This $52-billion figure was arrived at “hind part before”; in other 
words, there was an expenditure limit of $60 billion ieodl on the 
military departments, including the Defense Department portion of 
Mutual Security funds. Out of that was allocated by coincidence 
the same figure of $52 billion to the military departments as expendi- 
tures, as an expenditures ceiling for 1953. 


PUBLIC WORKS INCLUDED IN MILITARY BUDGET 


Senator KNow.anp. Do you include, just for the record, the atomic 
expenditures? 

Secretary Lovett. No, sir. 

Senator KNow.anp. In any of those figures? So, that is over and 
above the defense point of view. 

Secretary Lovert. No, sir, Senator; that is—— 

Senator Byrp. The $52 billion are the military expenses for this 
country. 

Secretary Lovett. The military functions of the three military 
departments. 

Senator Byrp. It excludes—— 

Secretary Loverr. It does not include the foreign program. 

Senator Byrp. It excludes it? 

Secretary Lovett. It excludes it. 

Senator SALTONSTALL. It excludes also—does it not—public works? 

Chairman Russe... Civilian public works. 

Senator SatronstaLu. No; public works for the armed services. 

Secretary Loverr. I think there were approximately $3 billion on 
that, Senator Saltonstall, but I would have to refresh my recollection; 
it has been so long since I looked at it. 

Senator SavronsTaLL. The reason I say that is that the public 
works is still to come. 

Secretary Loverr. The public works is still to come for the ap- 
proval of the committee, sir; but in the Presidential budget there was, 
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I think, a one-line estimate, as I recall it, of about three and a half 
billions. We wili get that for the record. 

($3.5 billion was included in the President’s budget for military 
public works and the proposed military pay increase. ) 

Senator SatronsTaLu. There is $3 billion to be expended in fiscal 
year 1953; and then, in addition to that, there is $3,993,800,000 still 
to come, and an additional, I think, $1,800,000,000 to be expended. 

Secretary Loverr. To be expended? 

Senator SALTONSTALL. To be expended. 

Secretary Loverr. The authorizations requested were covered for 
the military Departments, including military public-works construc- 
tion in that $52.1 billion—— 

Senator SALTonsTALL. In that $52 billion. 

Secretary Loverr (continuing). Request. 


ADDITIONAL APPROPRIATION REQUEST FOR KOREA 


Senator Byrp. Have you in mind any additional requests in addi- 
tion to the budget that has already been submitted? 

Secretary Loverr. Senator Byrd, the only additional one would be 
the Korean combat expenses in fiscal 1953 which would be in a sup- 
plemental, I would imagine, after the turn of the year. 

Senator Byrp. How much is that? 

Secretary Loverr. There is a supplemental for fiscal 1952 before 
the Appropriations Committee now. 

Senator Byrp. What would you expect that to be? 

Secretary Loverr. I think it is about a billion and a half, sir. 

Senator Byrp. And that would be added to the $52 billion that 
you have just mentioned? 

Secretary Loverr. Of appropriations requested, sir. 


RISK INVOLVED IN CUTTING 1953 EXPENDITURES 


Trying to make this complicated procedure plain, having had a 
ceiling placed on the estimated 1953 expenditures, we thén had to 
work back into the appropriations, and reschedule production, so 
that we would not get in 1953 the delivery of articles which would 
result in expenditures in excess of the total announced ceiling. From 
a military point of view, we certified to the budget and the President 
and before the two committees of Congress that this involved accept- 
ance of a high order of military risk. 

Senator Jonnson. Mr. Secretary, could I summarize to see if I 
have this clear? The Joint Chiefs presented to the Defense Depart- 
ment on behalf of their services a request for funds they felt would 
be desirable in the amount of $71 billion. 


SUMMARY OF $52 BILLION BUDGET 


After hearings, the Defense Department reduced that to’$55 billion 
by eliminating things that were not absolutely necessary. That 
went to Budget, and they cut it to $46 billion. Upon appeal it was 
restored to $52 billion, and that is what is before the Congress at the 
present time. 

Secretary Loverr. That is correct, Senator Johnson. 
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Senator Jonnson. The reason the $52 billion was arrived at was 
because of the over-all ceiling of $60 billion for foreign aid and the 
armed services; $52 billion is for the armed services, and, roughly, 
$8 billion was requested for Mutual Assistance. 

Secretary Lovert. That is about it, sir. 

May I, for the record, correct the first part of the statement, Senator 
Johnson? The Joint Chiefs do not submit the departmental request. 
They come from each separate service. It is only in the process of 
review when you start to cut stuff out that you have to consult the 
Joint Chiefs to make sure, for example, that two runways may be 
adequate although they would like to have four at some place. They 
are brought in at that stage, not at the initial stage. 

Senator JoHnson. I assume they make recommendations on what 
is necessary and what is desirable, and that is the way the $71 billion 
figure was arrived at. 

Secretary Loverr. On forces, not on dollars, sir. 

Senator KNowLaNb. Mr. Chairman, I think for the record, too, at 
this point, it might be well to put in that on page 5 of the Federal 
Budget in Brief, put out by the Executive Office of the President. 
It shows that estimated receipts into the Treasury for the current 
fiscal year lhe June 30 will be $62.7 billion; and, based on the pres- 
ent revenue laws, but with the increased business activ ity, presumably, 
they are estimated to be $71 billion for the next fiscal year beginning 
July 1. So, the revenue figure which you mentioned of $75 ‘billion, 
I think, they at least estimate at $71 billion. 

Senator Byrp. To continue with my questions, they might continue 
that in the next fiscal vear, where the expenditure basis will be $85 
billion but the revenue will be $71 billion and with a deficit of $14 
billion for the fiscal year beginning the 1st of next July. 

Secretary Loverr. Fiscal year 1953, sir, as I recall it, is on the Treas- 
ury estimates or on the Bureau of the Budget estimates, and shows a 
deficit of $14 billion plus. The difference between $71 billion and 


PRESENT LEVEL OF MILITARY EXPENDITURES TO CONTINUE IN 1954 


Senator Byrp. As I understand it further, Mr. Secretary, you 
propose to continue the military expenditures on that level for fiscal 
1954, in which event there will be another deficit of $14 billion, and 
that, added to the deficit of this fiscal year, would run us up to a 
$300-billion debt, approximately. Am I correct in that? 

Secretary Loverr. The 1954 estimates, Senator Byrd, are not 
fim. We are starting on the budget now. 

Senator Byrp. They may not be firm, but they are in the making, 
and I am advised by the Budget Bureau that approximately the 
same amount will be requested in 1954 that has been requested in 
1953. 

Secretary Lovett. It looks very much like it, sir. 

Senator Byrp. That being the case, there will be a deficit in 3 
years of approximately $35 billion. And that, added to the present 
debt, will run it up to $360 billion, is that not correct? 

Secretary Loverr. That is what it looks like. 

Senator Byrp. Does that meet with your understanding? 

Secretary Loverr. Yes, sir. 
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Senator SALTONSTALL. What you say, Mr. Lovett, is this, is it 
not, that if Congress is going to cut this $6 billion, it should not be 
cut off your expenditures this year, but if we believe that Senator 
Byrd is correct, and we want to cut down or keep down that deficit, 
what you believe is the wise and practical way of doing it is to cut 
our appropriations in 1953 so that the lead-over items that would be 
spent in 1954 could be guided and kept down rather than cutting 
out what has already been appropriated. 

Secretary Loverr. That is correct, Senator Saltonstall. 

Senator SALTONSTALL. So, it is your judgment that if, in our 
judgment, that deficit is too big, the way to go about it is to square 
our shoulders and take the deficit this year, but say to you, ‘‘We will 
cut down on that deficit next year.”’ 

Secretary Lovett. Yes, sir. 

Senator SALTONSTALL. And take our judgment that we have got to 
do that. 

Secretary Loverr. Yes, sir. 

Senator Byrp. Mr. Secretary, I want to get clear in my mind what 
this accomplishes. As I understand it, it limits expenditures to $46 
billion, and it does not cancel any appropriation that has been made. 

Secretary Loverr. That is correct, sir. It does not save any 
money at all. 

Senator Byrp. In the ultimate end. 

Secretary Loverr. Yes, sir. In fact, it leads to waste of money 
because of cancellation costs. 

Senator Byrp. I think, to my mind, the thing that should be under- 
stood, which I do not think is clearly understood, is the unexpended 
balance of money that has been appropriated. What is the unex- 
pended balance as of this date of funds that have been appropriated 
for military purposes, excluding the foreign assistance? 

Secretary Loverr. The carry-over of unexpended appropriations, 
as I recall it, was approximately 36, about 364; billions, last June 30. 
| will make that accurate in the record. 

The carry-over into fiscal 1953 will be approximately $57 billions, 
represented largely by contracts for the long lead-time items. 

If the committee wishes, | have a very short table which was used 
before the Senate Appropriations Committee that I would put in the 
record if you wish, sir. 

Senator Byrp. | would like to proceed on all this a little further. 
You will have unexpended balances on July 1 next of $57 billion of 
money that has been appropriated. 

Secretary Loverr. Yes, sir. 

Senator Byrp. And you are asking for $52 billion more? 

Secretary Loverr. That is right, sir. 

Senator Byrp. Therefore, there will be available for expenditure 
at your discretion after the Ist of next July $109 billions. 

Secretary Loverr. That is correct, Senator Byrd. 

Senator Byrp. What part of this $57 billion, which you are going 
to carry over on July 1 has been put under contract? 

Secretary Loverr. Except for amounts reserved for engineering 
changes and final payments on current construction projects, it will 
all be substantially obligated by July 1, sir. 


99218—52——2 
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Senator Byrp. What is your definition of “obligation” 

Secretary Loverr. Contracted for or obligated under letter of 
intent with the contract in process through the machinery of the 
Department. 

Senator Byrp. What is “intent”? Does it mean you simply 
have allocated that on the books of the Department or have you 
communicated with the manufacturer?.. 

Secretary Lovert. No, sir; it means that the manufacturer has 
written authority to proceed with the production process. 

Senator Byrn. In other words, you have written him a letter 
authorizing him to purchase the raw materials 

Secretary Loverr. Yes, sir. 

Senator Byrp (continuing). In anticipation of the contract? 

Secretary Lovert. Yes, sir. 

Senator Byrp. And these contracts are let on a cost-plus basis, is 
that correct? 

Secretary Lovurr. No, sir. None of the end-item contracts are 
cost plus. A lot of them are fixed price, with provision for price 
redetermination to be based on actual expenses. 

Senator Byrp. You could not give a letter of intent except on a 
cost plus basis. 

Secretary Loverr. Except on a maximum price basis, Senator 
Byrd, which the Navy uses. 

Senator Byrp. You sav that except for the bookkeeping, I mean 
the housekeeping costs, that practically all of this $57 billion will be 
under contract? 

Secretary Lovert. Yes, sir. 

Senator Byrn. Either formal contract or letter of intent? 

Secretary Loverr. $36 billion was under contract by July of last 
year. 

Senator Byrp. When do you expect to obligate and put under con- 
tract any part of this $52 billion of new money that you will get? 

Secretary Lovert. Well, as you know, sir, we are not allowed by 
law to contract until the Congress gives us—— 

Senator Byrp. I know. I mean when? Are you going to do it in 
the first part of fiscal 1953? 

Secretary Lovett. As early as possible, sir. 

Senator Byrp. In other words, you pyramid the contracts that you 
now have on top of the contracts you now have made under this $57 
billion—you will make new contracts for the $52 billion. When do 
you expect to do that? 

Secretary Lovertr. They will come spread out over the 12 months of 
the fiscal year. 

Senator Byrp. October 1, how much would you likely have under 
contract then? 

Secretary Loverr. By October 1 I would think that—it is very bard 
to answer that precisely, Senator Byrd, but my impression is that the 
follow-on portion of the contract where we have bought, for example, 
500 planes against a requirement of 1,500 planes, that follow-on con- 
tract is relatively simple because we have had price redetermination 
and all the other processes we go through. Those would be the first 
ones to go in. 
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The long lead time items, the hard-to-get items, will be those that 
are given first attention. They take the longest time to contract. 

Senator Byrp. Have you got any figures whereby you can project 
the military expenditures over each month in the year beginning 
July 1 next? 

Secretary Lovrerr. Yes, sir. We have those by quarters 

Senator Byrp. Would you furnish that? Have you got that avail- 
able now? 

Secretary Loverr. I have not it in my mind, sir, but we can furnish 
that to the committee. 

Senator Byrp. Would you separate it into different divisions, Navy 
and Army and Air Force? 

Secretary Loverr. Army and Navy and Air Force, yes, sir. 

Senator Byrp. In each quarter? 

Secretary Loverr. Yes, sir. 

(The information above referred to is as follows:) 


Department of Defense—quarterly expenditures during fiscal years 1951-58 
[Millions of dollars] 


Total expenditures 








Pteans oma ait | 
Fiscal year and quarter OsD 
Total Army Navy | Air Force | (and undis- 
| tributed) 
a ea as icine 
1951, total $19, 771 | $7,477 | $5, 583 | $6, 349 | $362 
First quarter 3, 106 | 973 810 1, 216 77 
Second quarter 4, 347 | 1, 673 1, 282 | 1, 335 | 57 
Third quarter 5, 569 | 2,191 | 1, 620 ! 1, 692 66 
Fourth quarter 6, 749 2, 640 1, 841 2, 106 | 162 
1952, total 39, 020 15, 819 10, 359 12, 424 | 418 
First quarter 8, 328 3, 426 2, 221 | 2, 606 75 
Second quarter 9, 109 | 3, 688 | 2, 289 3, 008 | 12 
Third quarter 10, 180 4, 286 2, 566 3, 226 | 102 
Fourth quarter 11, 403 4,419 3, 283 3, 584 | 117 
1953, total, based on budget request 52, 039 1 18, 890 1 13,335 118, 604 | 11, 210 
First quarter 12, 314 4, 700 3, 258 4, 122 | 235 
Second quarter 12,797 | 4,700 | 3,3 4,594 | 245 
Third quarter 13, 248 1, 745 x 4,863 | 290 
Fourth quarter 13, 679 | 4, 745 3 





5,075 | 440 


| Figures for the 3 Military Departments exclude, and OSD figures include, expenditures of $750 million 


during fiscal year 1953 against proposed supplemental to cover military-pay increase and military public 
works, not distributed by Department, 


Senator Byrrp. Then, do you still anticipate on July 1, 1953, that 
you will have approxims ately this same carry-over, 57 Pillion that you 
have on July 1, 1952? 

Secretary Loverr. It will run in that order of magnitude, Senator 
Byrd. Again, I will make that figure available for the record. 

(The information above referred to is as follows:) 
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Department of Defense—Obligations for Department of Defense military functions 
and military assistance funds, fiscal years 1950-52 


Total 
hs { » ° -_ _ 
Month and quarter Fiscal | Fiscal | Fiscal 
year year year 
1952 1951 1950 
July ; ‘ 6, 251 3, S11 819 
August i acai acne 2, 640 909 
September.........-...-....| 3,568 | 2,643 1, 164 
First quarter. ...- |} 13, 153 8, 594 2, 892 
October.........--- _..-| 4,604 | 3,553 879 
November 9, 602 2, O80 1, 099 
December 2 ; | 3, 235 2. 816 1, 132 
Second quarter .--| 17,440 8, 449 3, 109 
Cumulative to date__.| 30,593 | 17,043 | 6.001 
PE td eee akin 5, 395 6, 869 972 
POET 6 cen ans cneccostes | 4,072 4, 548 | 928 
DE che sctsniesnetacness 4, 509 4, 962 893 
Third quarter .-| 13,976 | 16,380 2, 793 
Cumulative to date 44,569 | 33, 423 8, 794 
Nr eer aa eee een 3,366 | 1,255 
ET deh aiatea due nenaiore Saves ahaa 4,951 | 1,617 
a 8. 102 2, 386 
Fourth quarter-.--....- ss 16,420 | 5, 258 
Total for year........- Peaieand 49,843 | 14,052 
| 
Monthly average........-..|--.-.--- (4, 154)} (1,171 
y | 
' | 


Source: Military Departments Standard Form 133, 


NOTE.- 


[Millions of dollars] 





Military functions | Military assistance 


Fiscal | Fiseal | Fiseal | Fiscal | Fiscal Fiscal 








year year year year | year year 
T1952 1951 1950 1952 1951 | 1950 
6,216 | 3,071 819 | $5} 960 |.....- 
3,228 | 2,578] 909 | 106 i... 
3,524 | 2,167] 1,164 | 44| 476 | 
12, 968 7,816 2, 892 185 778 | 
4, 575 879 | 29 | —217 |-..- 
8, 604 1,099 | 998] 313 | 
3, 061 1, 132 | 174 | 66 | 
16,240 | 8,287 | 3,109! 1,200 | 162 | f 
29, 208 16, 103 6, 001 1,385 | 940 
5, 283 6, 209 970 112 | 660 | 2 
3, 573 | 4, 079 919 449 | 469 | ¥ 
3, 321 4, 820 864 1,188 | 142 | 29 
12.177 | 15,108 | 2,752 
41,385 | 31,211 | 8, 753 
oe 1, 127 
J 1,138 
1, 956 
Borin 14,200 | 4,220 
45,411 | 12,973 
phates 3, 784 (1, O81 


-~Amounts will not necessarily add to totals due to rounding. 
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Department of Defense—New obligational authority, expenditures, and unexpended 
carry-overs, fiscal years 1951, 1952, and 19538 


[Billions of dollars} 


Total, all funds 


aiaseahinane Direct | Speci 1] 









: ind 
Office ippro- 
a “4 be > revolv- 
" } t Fi en ing ac- 
Total Army | Navy A retary | tions | Me 4% 
7 Force of De- counts 
lense 
Unexpended funds carried over into fiscal 
r 1951 9.8 2.4 | 3. 6 8 ) 8.7 a 
Fiscal year 1951 new obligational authority 18, 2 19.4 12. § 15.9 0.4 18.0) | 2 
[otal available for expenditure, fiscal 
1951 58. 0 21.8 16. 1 19.7 4 56. 7 1.3 
Expenditures during fiseal year 195! 19.8 7.5 5. 6 6.4 3 20. 2 1 
Lapsed funds, June 30, 1951 Py (1) sa ( { 1 
Unexpended funds carried over into fiscal 
1952 8. 1 14.3 | 10.4 13.3 ee 6. 4 1.7 
Fiscal year 1952 new obligational authority 60.9 22.0 16.1 22.3 5 60. 4 5 
Potal available for expenditure, fiscal 
vear 99.0 Sf Fi 6 f 96,8 2.2 
Expenditures Curing fiscal year 1952 39.0 15.8 in. 4 12.4 4 | 39.1 —.1 
Lapsed funds, June 30, 1952 .4 2 1 cae a $ 
Unexpended funds carried over into fiscal 
I 
year 1953 i 59.6 20. 3 16.0 92.1 9 57.3 2.3 
Fiseal year 1953 new obligational authority §2.1 14.2 13.2 20.7 5 51.7 4 
Requested to date 48.6 14.2 13.2 20.7 5 48,2 .4 
Proposed supplemental! 3. 5 ) ( ( 3.5 
Total available for expenditure, fiscal 
year 1953 111.7 34 29, 2 13.8 7 109. 0 2.7 
Expenditures during fiscal year 1953 59.0 &. 9 13.3 18. ¢ ‘19 
I 3 é ] I 1 3 ‘ 
From funds requested to date 51.2 18.9 13.3 18. 6 { 51.1 53 
From proposed supplemental 8 ( ( (2 g 
Lapsed funds, June 30, 1953 1.1 l 9 J ( 3 
Unexpended funds carried over into fiscal 
year 1954 58. 6 15.5 15.0 25.1 3 56. 0 2.6 


1 Less than $50 million 


? Distribution by military department of total amount for military public works and pay increase has not 
yet been determined; departmental amounts, therefore, do not always add to totals. 
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Senator Byrp. How long will these enormous balances be carried 
over? I think that is a question that involves the financing of our 
Government very critically. How long are the armed services going 
to ask for these enormous balances in the neighborhood of $50 billion? 

Secretary Loverr. Senator Byrd, we do not have balances. 

Senator Byrp. Well, you have a balance, in my judgment—you 
havea balance. Iam speaking of the balances of appropr iated money. 
We appropriate the money and you have not spent 57 billion of it, 
you just said that. 

Secretary Loverr. Well, not—— 

Senator Byrp. I regard that as a balance of unexpended appropria- 
tions; isn’t that correct? 

Secretary Loverr. I think, to keep the thing clear, sir, the procedure 
within the military departments is based on the obligational authority 
basically. We do not have a separate balance, for example, in the 
Treasury as, of course, you are aware. 

The Treasury daily balance runs between four and five billion dollars 
in cash for the entire Government. 

Senator Byrp. Mr. Secretary, I fully understand that. I think I 
am entitled, though, to get my questions answered in the way that I 
ask them of you. I am speaking of the unexpended balances of the 
appropriations, and what I have to concern myself about is the fact 
that the Congress has practically lost control of the budget and is 
losing it more and more because we are carrying over $57 billion of 
unexpended balances of the fiscal year, and I want to get information as 
to how long you expect to continue that procedure. 

Secretary Loverr. Well, the obligational authority which is repre- 
sented by those figures is the direct result of the length of time it takes 
to complete the items which we buy, and that varies between a year 
and 5 years. 

I would guess, and I must sound a word of caution here, that fiscal 
1954 would complete the purchase of assets and facilities for the 
military services, and that thereafter there would be a reduction. 

As a matter of fact, this year there is a reduction of $9 billion in the 
requests which we made, as compared with last year; it is a tapering 
process. 

I cannot be accurate in an estimate, Senator Byrd, but I would say 
that there would be another year of substantial capital investment in 
the purchase of assets, and thereafter, having equipped the services 
and set up the production lines, there should be a relatively sharp 
reduction in the amount of requests, notably for title [11 items, that is, 
the long lead time major items of procurement. 

Senator Byrp. Now, these figures do or do not include the atomic- 
energy program? 

Secretary Lovett. They do not include the atomic energy. 

Senator Byrp. Well, is it not in the cards that there will be a sup- 
plemental request for that for atomic-energy expenses? 

Secretary Loverr. Yes, sir; 1 think that the expansion of the atomic- 
energy program is definitely a matter which will come before you. 
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PROJECTED ADDITIONAL EXPENDITURES 


Senator Byrp. Let us try to get some approximate idea now. You 
have got 52 billion in the January budget. Now, you say there will be 
1.5 billion for the Korean war. 

Secretary Loverr. Supplemental. 

Senator Byrp. Yes. How much supplemental will there be, in 
your judgment, for atomic energy? 

Secretary Loverr. Senator, I do not know, but my guess is it would 
be in the order of somewhere between four and five billion dollars. 

Senator SatronsraLtL. Mr. Lovett, Chairman Dean said that the 
authorization would be 4.8 billion, of which 500 million, not over 
500 million, would be expended in 1953. 

Secretary Loverr. Yes, sir. 

Senator Byrp. I am talking about the appropriations. 

Secretary Loverr. You are talking about authorizations. 

Senator Byrp. Well, authorizations and appropriations, when they 
have a contract authorization it nearly is always spent unless the crisis 
stops. We did that before, and then we hada rescission. That makes 
it four with respect to military expenditures exclusive of foreign assist- 
ance and military appropriations that you are requesting this year of 
57.5, approximately. 

Secretary Loverr. Yes, sir. 

Senator Byrp. Of course, the public has got it in their minds, 
well as the members of Congress, as 52 billions. It is not 52 billion, 
but it is 5% billion more than that; am I correct in that? 

Secre tary Lovert. Yes, sir; if y ou include atomic energy and the 
fiscal 1952 supplemental. 

Senator Byrp. Is there any other supplemental that you think may 
come up outside of the Korean one? 

Secretary Loverr. Not that I know of. 

Senator SaLronsTaLu. There is an additional pay of $500 million 
if the conference agrees this afternoon. 

Senator Byrp. There is an appropriation of approximately 58 
billion. 

Secretary Loverr. That is included in the budget. 

Chairman Russet. That would be under the budget. That car- 
ried some eight-hundred-odd millions, so that would be a substantial 
reduction under the budget if we are able to prevail in conference. 

Mr. Secretary, you may proceed, if you have a prepared statement. 


STATEMENT OF SECRETARY LOVETT 


Secretary Loverr. I have a brief statement, Mr. Chairman. As 
you will recall, on March 13, L made the initial statement for the 
Department of Defense on this bill before a joint session of the For- 
eign Relations and Armed Services Committees, and on March 27, 
as the chairman has mentioned, General Gruenther, the SHAPE 
Chief of Staff, appeared before this committee in executive session to 
set forth the strategic concept in military requirements on which 
United States assistance to Europe is based. 

In view of these previous statements, I believe it may be desirable 
for me to confine these remarks to an attempt to relate our efforts to 
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strengthen the United States defense world-wide through support of 
other free nations with the domestic problem of providing military 
equipment and supplies to our own American forces, particularly 
those engaged in active combat operations. 


THE THREAT TO OUR SECURITY 


It must be clear that we are looking at two parts of a single prob- 
lem, that is, there is only one strategic threat today to the security 
of the United States. That threat is embodied in the armed might 
of the Soviet Union, and the other Communist states in her orbit. 

We have determined to secure our own national defenses by aligning 
ourselves with like-minded people through the unconquered areas of 
the world. 

If it is important that we stand firm against attack, it is equally 
important that our friends are in position to stand firm beside us; 
that, as the committee knows, is the basis of the Mutual Security Act. 


PRIORITIES MUST GOVERN ALLOCATION OF MATERIAL 


Since there are never enough military resources to meet all the 
desires of the military, the allocation of matériel must be governed by 
priorities. Decisions must be made as to where the weight of effort 
should go, but that does not mean that all the available resources must 
necessarily go to the area of first priority or even that all the demands 
of the first priority area be filled before anything is sent elsewhere. 

In World War II the European theater had first priority, but 
substantial numbers of troops and quantities of matériel still went to 
the Pacific even while the massive effort to reenter the European 
Continent was being mounted. 


KOREA GIVEN FIRST PRIORITY 


Since the outbreak of hostilities in Korea, the requirements of our 
forces there have been given an unqualified overriding priority. The 
mutual assistance program was in only its initial stages of develop- 
ment in June, 1950, when we undertook to halt the aggression against 
the Republic of Korea. 

Even the limited quantities of matériel, which were then available 
for the mutual assistance program, consisting primarily of stocks on 
hand, were in large measure diverted to meet the more immediate 
needs of our troops in Korea. 

In August 1950, the Secretary of Defense requested the Joint 
Chiefs of Staff to formulate their recommendations for the establish- 
ment of a relative priority for the mutual defense assistance program 
in relation to the United States military program. 

In the recommendations submitted by the Joint Chiefs of Staff, the 
first priority was assigned to “United Nations operations in Korea, and 
United Nations operations in any further troublous areas where 
United States forces are committed.” 

In a letter addressed to me by the President, under date of January 
9, 1952, the President said, and this also is a quotation: 

It is essential that a policy of allocating military equipment be established which 
will assure that the United States forces in Kurope and NATO forces, as well 
as other forces of certain foreign countries which, in the ease of war, are most 
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likely to be first engaged with the enemy, are adequately equipped. Matériel and 
current inventories and production on and after January 1, 1952, will be made 
available for this purpose subject to overriding priority for conbat consumption 
requirements of UN operations in Korea and operations in other active combat 
areas, as determined by the Joint Chiefs of Staff. 

Based upon the President’s letter of January 9, 1952, the Joint 

Chiefs of Staff on March 14, 1952, submitted further recommendations 
regarding priorities and allocations of material in which, again, the 
first priority was assigned to— 
United Nations and United States forces engaged in Korean operations, to in- 
clude equipment for units and replacements specifically designated for deploy- 
ment thereto; (b) operations in other active combat areas as determined by the 
Joint Chiefs of Staff. At the present time this category is confined to the ap- 
proved emergency combat requirements for Indochina. 

Thus, as you can see from the foregoing, our forces in Korea have 
from the very beginning of the operations out there had an overriding 
priority on every piece of equipment which is necessary to fill their 
requirements, 

ONE PRODUCTION LINE 


I would like to make one further point: The actual allocation of 
material, in accordance with the established priorities policy is made 
at the end of the production line. Although the congressional authori- 
zation and provision of funds for military equipment under the 
Mutual Assistance Programs is separately justified and provided for, 
the equipment which will eventually find its way into the hands of our 
allies manning the defenses of Europe or Asia come off the same 
production line as does that for our own United States units. 

It would be wholly unfeasible and without useful purpose to 
maintain separate lines of production, although, of course, we must be 
and are careful to maintain separate balance sheets for purposes of 
accounting for the separate appropriations. 

But it is important, I think, to understand that no nation’s earmark 
is on any particular piece of equipment when the procurement process 
begins, or, indeed, when it ends. 

Senator KNowLanb. Mr. Secretary, I wonder if you would mind 
an interruption there? 

Secretary Lovrerr. No, sir. 


COMMUNIST SUPERIORITY IN JET FIGHTERS 


Senator KNOwLAND. Just as Senator Saltonstall has been sitting 
through hearings before the Appropriations Subcommittee on Armed 
Services, and the testimony there vesterday, it was that in the Korean 
operations that our jet fighters were outnumbered about four to one 
in the Korean theater alone, and that, 1 think, the testimony prior 
to that time indicated that even on our limited air force now in being, 
that roughly 50 percent must be considered to be, if not obsolete, at 
least obsolescent types of planes. 

Now, perhaps some place in your testimony you are going to 
indicate it, but I would_be interested specifically to know the number 
of jet planes that have been shipped to the NATO countries during 
the past year, and what the program is, because my attention was 
called yesterday to an interview which occurred on one of the radio 
programs sponsored by the American Legion, in which it interviews 
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both an Air Force flyer and a naval commander who was flying in 
Korea, and I would just like to read it. It is very short: 

Colonel TuRNER. Well, do we have the number of planes that the boys think 
we ought to have over there? 

Now, these are two flyers who have just apparently recently re- 
turned: 

Colonel Hayes. No, sir; not when you aft flying sixty 86’s and counting three- 
hundred-and-some MIG’s in the air at the same time— ; 
which tends to substantiate the testimony before the committee that 
the odds are more than 4 to 1 against us. 

Then Colonel Turner asked: 

How do you feel about it, Commander? 

Commander ame Well, sir, we can certaimy use a lot more out there. The 
Communists have got a large group of planes out there, and it 1s a pretty tough 
thing to be up against superior odds all the time. 

| want some enlightenment on the number of planes that we 
have sent to NATO countries in view of the testimony before the 
Armed Services Committee of the Appropriations Committee, and 
also from combat pilots in Korea. 

Secretary Loverr. Certainly, Senator. May I cover that directly 
after I finish this? It is pretty nearly through. 

Senator KNowLanpb. Yes. 

Secretary Loverr. Under the established priority policy, the equip- 
ment will be allocated to the point where, at the time, it is most urgent- 
ly needed. Accordingly, we are not prejudging the situation in any 
one corner of the world 2 vears hence when today we let a contract 
for an aircraft which will be delivered some 24 months later. 


ANTICIPATED RISE IN PRODUCTION ON ITEMS NOW IN SHORT SUPPLY 


At the rate our production is now coming along, we hope shortly 
to be in a position to meet competing demand for equipment, which 
is currently in short supply, such as tanks and electronics and certain 
lines of aircraft and ammunition. 

This, of course, assumes that there will be no extension of the 
conflict in Korea or any other outbreak of aggression elsewhere. 

In any event, however, under the prevailing policy of first things 
first, I can assure you that our military matériel and equipment are 
being allocated to those needs which are of the highest importance, 
and the needs of highest importance at the present time, as has been 
the case for the past 2 years, are the needs of our fighting forces 
in Korea. 

Mr. Chairman, if it is agreeable, sir, I will turn to the subject which 
Senator Knowland has suggested. 

Chairman Russeti. We will be glad if you will do that, Mr. 
Secretary. In fact, all of us have been concerned by those reports, 
over those reports. 

Secretary Loverr. Yes, sir. I think, Senator Knowland, if you 
will let me, I will deal with your question in two parts. Perhaps the 
first had better be off the record, as it deals with some intelligence 
reports. 

Chairman Russeuu. Very well. 

(Discussion off the record.) 
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Secretary Loverr. I will go back on the record, sir, if you wish. 

Senator SatronstaLL. Mr. Chairman, might I ask a question on 
another line if Mr. Lovett is ready for it? 

Secretary Loverr. Yes, sir. 

Senator SaLronstaLu. I say, are you ready for a question on 
another line? 

Secretary Loverr. Yes, sir. 


RELATIVE MERITS OF SENATE AND HOUSE MUTUAL AID BILLS 


Senator SaLronstTaLu. I would like to ask this question: As I 
understand it, the Senate Foreign Relations Committee has cut 
approximately 12% percent across the board of this mutual security 
bill, bringing the amount down from $7.9 billion to $6.9 billion. 

Now, as I read the newspapers, and that is all I know, the House has 
cut approximately the same amount of money, about $1.1 billion, but 
it has cut it out of the European defense requirements and has not 
cut it across the board. 

In other words, they let the ECA, the point 4, and so forth, intact, 
in the Near East. ‘That is my understanding; I am not sure I am 
right. 

Which bill, in your opinion, is the wiser? Is it wiser to make a 
cut entirely out of military appropriations, military supplies, or is it 
better to cut it across the board? 

Secretary Loverr. Well, Senator Saltonstall, I have not seen the 
bill. The information which I had this morning indicated that in 
the House bill there were several items which would cause us very 
considerable concern, among them being a sharp reduction in title I, 
the European portion. Another is the reduction, a flat cut, of 10 
percent in MDAP associated personnel. I do not quite know what 
the language is, but in the MDAP function, in the Department, 
there are 3,389 people or thereabouts in the units abroad. Those 
are of vital importance to us because they represent not only the 
initial screening group, but also a group that keeps their fingers on 
the pulse of the progress of the various NATO countries in the military 
training sense. 

So that, based on the information that I have, largely from the 
press, the Senate approach seems to me to be far wiser, particularly 
since it has a transferability section which would enable some flexi- 
bility. 

Senator SALTONSTALL. I would assume that that would be your 
judgment, based on the military needs, that they should not be 
accentuatedly cut, as opposed to an over-all cut. 


IS SENATE APPROACH TO NATO NEEDS PREJUDICIAL TO KOREA OR OUR 
OWN MILITARY PREPARATION? 


May I ask this other broad general question: In your opinion, does 
the supplying of the NATO military needs in the amount that is in 
the Senate bill, we will say, interfere in any way or prejudice the lives 
of our fighting men in Korea? I have in mind particularly the ques- 
tion of ammunition, which, I understand, although I did not hear 
the testimony myself, is at a pretty low ebb. 

Secretary Loverr. I do not think it does, Senator Saltonstall. 
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Senator SALToNsTALL. Your answer to a broad general question 
that if we go through with a $6.9 billion plan appropriation for cota 
NATO, it ‘does not in any way interfere with our own military prepa- 
ration? 

Secretary Loverr. No, sir. 

Senator SALToNnsTALL. Does it assist them? 

Secretary Loverr. It constitutes an assistance, sir, in that it keeps 
the lines stable in production. 

May I expand on that, sir, off the record, Mr, Chairman? 


PROCEDURAL MATTERS WITH RESPECT TO SECURITY 


Senator KNowLanp. Mr. Chairman, the Secretary was just ask- 
ing to go off the record. I was wondering—I think in the prior case, 
where we were discussing some intelligence matters, that was of a 
little different category, but I would suggest a better procedure: that 
we follow the one we did in the MacArthur hearings and have a yellow 
bound copy that will be kept in the safe and will be edited by the 
Defense Establishment for any public disclosures. But a year or 
two from now the members of the committee may want to refer to 
some testimony, because we are going to have to make our judgments 
largely based on — testimony before us, and if you get too large gaps 
in this record, it is really not going to be as satisfactory from that 
point of view, so 1 think, with the ample security protection which 
we can give to it, that it would be better, unless it is reading a coded 
cable or something of that sort, that we keep it in the record, but with 
the understanding that it will be edited by the Defense Department. 

Senator Lona. Some of it that might be made public, we should 
look at that to see if there might be one paragraph that should be 
deleted or something else. 

Senator Byrp (presiding). Is that course of procedure satisfactory 
to the committee and to the witness? 

Secretary Loverr. Yes. 

Senator Byrp. The same proceeding that we had in the MacArthur 
hearings? 

Secretary Loverr. That is entirely agreeable. 

Senator Byrp. We will proceed along that line. 

Secretary Loverr. I wanted to respond to Senator Saltonstall’s 
question on ammunition. 

As a matter of fact, we have taken ammunition from the MDAP 
program for the Korean combat and are currently doing so. 


COST OF KOREAN WAR 


Senator Byrp. At that point, Mr. Secretary, do you think the cost 
of the Korean war is on a yearly basis? 

Senator Cain. On a what basis, sir? 

Senator Byrp. On a yearly basis, per year. It seems to be running 
indefinitely, so we might know what it is going to cost us in years 
to come. 

Secretary Loverr. Stnator, there are substantial disagreements 
within my own office and the three departments, so that I will have 
to fly blind at this. 
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If you consider that the seven United States divisions, out there, 
would in any event be paid and fed and clothed and housed and 
dependents paid and so forth, and charge in the so-called peacetime 
consumption, you can get a figure as low as 3 billion, 3% billion, and 
from an accounting point of view, the services can make a very 
excellent case on that, because the expenses do run on. 

Senator Byrp. What would be the cost—— 

Secretary Loverr. But my own feeling about it 
billion is a reasonable estimate. 

Senator Byrp. If you would include in that all the military units 
that are engaged and segregated, so to speak. it will be around 
billion, would it not? That is what Mr. McNeil indicated to me, 
the Comptroller. 

Secretary Loverr. If you add the supporting—if I understand 
your point 

Senator Byrp. I mean if you segregate it as a separate war, I mean, 
just keep it separate, everything engaged in this war—— 

Secretary Loverr. Including pipeline and production? 

Senator Byrp. (continuing). It would run around 8 billion dollars, 
would it not? 

Secretary Loverr. I really don’t know, Senator Byrd. It would 
be, of course, over 5 billion because I had not included that in my 
estimate. But regardless of the precise amount, and I do not know 
how one from an accounting point of view can be accurate in it, it is a 
very expensive enterprise. 

Senator Byrp. In other words, you think it is 3% billion in excess 
of maintaining this same military equipment on a peacetime basis? 

Secretary Loverr. 1 would say the additional costs of the Korean 
war are running at a rate of about $400 million a month. In other 
words, I think the annual cost is 5 billion instead of 3% billion. 

Senator Byrp. I see. Then, if you would include in that cost all the 
different units in the war engaged in that war and the cost of it, it 
would run more than five, would it not? 

Secretary Loverr. Yes, sir; it would. 

Senator Byrp. It would run around seven or eight. 

Secretary Loverr. I do not know how you break it down exactly, 
but that is the right order of magnitude. 

Senator Byrp. That is what Mr. McNeil thinks, and he is a 
pretty accurate man. 


, sir, is that 


RATE OF EXPENDITURE OF PREVIOUS MSA FUNDS 


Senator SauronstTaLL. Mr. Chairman, may I go back to one other 
question on mutual security in Europe, which is the issue really that 
we are deciding, whether this program is right, and, Mr. Lovett, I ask 
this question in a friendly way, although it may not seem to be a 
very friendly question: As I re ad page 52 of the report of the Mutual 
Security Act of 1952 of the Committee on Foreign Relations, there 
was available to Mutual Security in total as of January 1—there 
were funds appropriated, of $26 billion, in round figures, and obligated 
up to January 31, 1952, $20 billion, le saving $5,895,000,000 in round 
figures. 
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Now of that amount, and I have tried to check, it is divided 4% 
billion military, and 1% billion economic. That was available on Jan- 
uary 31, 1952. 

Now, onJune 30, 1952, of that immense sum of money, $5,895,000,000, 
of which $4% billion are military, there will only be $350 million left 
unobligated. In other words, you have obligated in the period from 
February through June of this year, almost $6 billion, whereas in all 
the previous mutual security, you have only obligated $20 billion. 

Now, my question is, I hope, a friendly one, but I want to ask it in 
a. fr iendly manner to get information: Why did you go ahead so fast 
in this second 5 months from February through June, when you were 
going slowly? Was it because the President was coming in for an 
additional amount and you wanted to get this cleaned up so as not 
to have funds available or was it because you were getting in a position 
where you could put in contracts? 

Secretary Loverr. It was almost entirely mechanical, Senator 
Saltonstall. 

Senator SALToNSTALL, You will admit that it is sort of suspicious 
from our point of view. 

Secretary Loverr. Yes, sir; I can see that. It was almost entirely 
mechanical, and General Olmsted can give you the details in whatever 
quantity you want. But the principal items of major procurement 
and production are the long lead times. 

The drawing of contracts and specifications for those is a very 
complicated and time-consuming process. That same formality 
occurs in the military department’s budgets, too. 

You see, we did not get authority to contract until the end of 
October, October 31, I think it was, 1951; isn’t that right? 

Consequently, we did not have the first 6 months of fiscal 1952 to 
work in. We could not get going on the thing until November and 
December of.calendar 1951, so that the whole load had to come into 
1952. It was a mechanical problem. 

As soon as we get the basic contracts established for the military 
departments, then the follow-on contract for MDAP is a relatively 
simple, almost automatic affair. That is the reason. 

Senator SaLTonsTaLL. Apart from the slow—part of it is due to the 
slowness of Congress to act on its appropriations bill. 

Secretary Loverr. Well, sir, I would not comment on the Congress, 
but it took time to get this thing through. 

Senator SaALTronsTALL. Then, boiled down, so far as this Mutual 
Security Program is concerned, with relation to the Armed Services 
Committee, which is our responsibility, as I see it, and which is to 
provide for the defense of our country, this appropriation of $6.9 
billion will not hurt in any way, in your opinion, our own defenses, 
our fighting of the war in Korea, our obligations in the Far East, but 
will help our security? 

Secretary Loverr. That is definitely my opinion, sir. 

I am confident with this overriding priority there is no interference 
between the two programs. More than that, I am sure that the 
increased quantities in the various production items is of assistance 
to the military departments in that it keeps the lines moving at a 
rapid rate and, therefore, it gives an expandable base in case of need. 

Senator SaALronstaLL. We know, I would say with some hesita- 
tion—but I believe that we are going to get a program, authorization 
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program, of an additional $4.8 billion for atomic energy, and approxi- 
mately $3 billion more of public works, with a requested appropria- 
tion of $3 billion for additional money in 1953. 


CUTTING MSA TO ACCELERATE ATOMIC ENERGY PROGRAM 


With those facts in mind, with the fact that the House cut the 
$6.9 billion, and which you would like to have put back or the limita- 
tion eliminated, can we cut this Mutual Security Program another 
$500 million, and spend the money better in these other ways? 

Secretary Loverr. Senator Saltonstall, 1 do not know how to 
answer that question. The atomic energy aspect of our problem is 
not related to this directly. [Deleted.] 

I do not know where you could take $500 million off of this program 
and accelerate in any way the atomic-energy program. 

Senator KNowLanp. Right at that point, in line with Senator 
Saltonstall’s question, if 1 might interrupt, in view of the experience 
we have had in Korea, where apparently the Soviet Union has a jet 
plane which, I agree with you, may not be the superior of, but from 
the testimony of competent witnesses, in many respects is at least 
the equivalent of, and they have been able to use Korea as a training 
ground for pilots, be they oriental or Soviet, Russians, and it certainly 
has changed the aspects of the deliverability [deleted] any other 
weapon, and the high mortality we might expect on an old-fashioned 
type plane, vis-d-vis a jet, which has had a lot of experience. 

Now, you could have 10 times the number of A-weapons that we 
now have, but you are not going to deliver them by oxcart, by jeep, 
by muleback, or by ship, probably. Therefore, your possibility of 
delivering the maeen in case of aggression hinges very directly on the 
mode of de ‘livery, and whether you have modern equipment that can 
either outrun, outfly, or outmaneuver what they are going to throw 
against us, obviously, because we are now on notice that they are 
outproducing us in fighters, and quantitatively, and they are at least 
keeping reasonably up to us qualitatively. 

So, does it not tie in very directly with this question of our own air 
power? 

Secretary Loverr. Yes; I think we are saying the same thing, 
Senator Knowland. My point is that the relationship between $500 
million spent in atomic energy, and a deduction of $500 million here 
affects the weapons-delivery system so adversely that I am not sure 
that $500 million in atomic energy would compensate for the loss, we 
will say, of $500 million worth of aircraft, guided missiles, or the other 
items; | just do not know. 

Senator Satronstauy. May I ask just one more question, Mr. 
Chairman—and I thank you for the opportunity: Mr. Dean, in testi- 
fying before the Independent Offices Appropriations Committee, with 
Senator Maybank and myself present, said this—and again my figure: 'S 
may be a little inaccurate—they are asking for $1.3 billion this year 
of which $800 million will be operations, and approximately $500 
million construction. 

Now, they are coming forward with $4.8 billion more for construc- 
tion— 

Secretary Loverr. Authorization. 








28 MUTUAL SECURITY ACT OF 1952 


Senater SALTONSTALL (continuing). Authorization; of which $500 
million approximately will be spent this year. 

Now, when asked why they needed to go ahead so fast they say or 
Mr. Dean says, ‘“‘We get our orders or our requests from the Security 
Council and from the Joint Chiefs of Staff, and we do not question 
their judgment. We say, ‘All right; if you want this additional atomic 
energy, then we have got to do these things in order to give it to you.’ ” 
Therefore, they pass the judgment back to you. 

Now, what I am saying is, supposing we have got this over-all 
problem; I do not see how we can put atomic energy out here and say 
that it is not part of our over-all military defense, ‘and this committee 
has got to determine the over-all program, if we are going to limit the 
amount of money or only have a limited amont of money. Is that 
quite clear? 

Secretary Loverr. I do not think there is any question, Senator 
Saltonstall, but that the atomic-energy part of this program is vital. 
{Deleted.] 

Senator KNow.anp. If that is so, Mr. Secretary, if that is so, I 
repeat, then equally vital is our method of delivering that. 

Secretary Lovetrr. System of delivery. 

Senator KNow.anpb. Which is air. 

Now, the question that | was aiming at, and I think you missed 
slightly, the question is, if faced with this over-all budget situation 
that we are faced with, whether in the ultimate interest of the defense 
of the United States, and after all this is the heartland of the free world 
and if we lose this the world goes, and there is nobody left to redeem 
it, if that is true—and I think that it is true—then the question comes 
as to the choice: Are we better off to use some of these funds in getting 
our air power so that we are sure that the atomic weapon can be 
delivered, that we can strike a retaliatory blow, that we can protect 
the heartland, including our industrial potential and our atomic 
installations, which are the only ones presently available in the world 
outside of the Soviet Union? 

Secretary Loverr. I do not know any way, Senator Knowland, 
that you can get this thing more cheaply than we have tried to point 
out. I really “do not. 

Senator Jonnson. Mr. Secretary, can I ask this question: Assume 
you were given $60 billion to defend the United States, and you could 
apportion “that as your judgment dictated, would you apportion it 
approximately as it is apportioned in this budget? 

Secre tary Loverr. Yes, sir. You are not including the atomic 
energy? 

Senator Jounson. No; I am talking about the $60 billion: $52 
billion for the armed services, and roughly $7 billion for mutual 
assistance. 

Secretary Lovetrr. It would come out pretty close to that, Senator 
Johnson. It would be a little higher in certain classifications of 
weapons, but in dollar total it w ould come pretty close. 


CAPABILITIES OF THE RUHR 


Senator Lone. May I ask this question, Mr. Secretary: It has 
been my understanding that the Russians in Kast Germany had 
taken all the reparations that they could in terms of hauling away 
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equipment and machinery, and putting German prisoners into slave 
labor, and using the economy of East Germany as they could to 
implement their strength. 

Now, it seems to me that the industries of the Ruhr, particularly, 
could he extremely useful in producing there to help us. 

Friends of mine who are serving in Germany have informed me that 
it seems to them that the Germans have very little respect for us 
because of our failure to tell them what we expect of them in some 
respects, rather than to make some proposal in good faith and showing 
good will, and under which they believe they are in position then to 
demand concessions, and then when they are through demanding 
concessions of us, it seems to work out that they get about everything 
they want. 

If we are asking France, Belgium, and Holland which were overrun 
by Germany to make a major contribution to defend themselves and 
defend the free world, why shouldn’t we in some respects follow the 
Russian principle of demanding at least reparations, such as we did 
with Japan, and saying that they should produce arms and equipment 
to help? 

Now, there is no doubt that the Germans, particularly with the 
Ruhr industries, could produce ammunition, field artillery pieces, 
rifles, tanks, field equipment gear the equal of any that we could pro- 
duce for our Army? Why don’t we make the Germans make a major 
contribution, at least as to the equipment, if not in terms of man- 
power? 

Secretary Loverr. Well, Senator Long, there is, of course, a pro- 
hibition against the production of arms and similar things in Ger- 
many, but your question, I think, lies more in the field of the Secre- 
tary of State, and if it is agreeable to you, I would ask him to give 
an answer. 

Senator Lona. It would be all right if the Secretary would do it. 

Secretary Acurson. Shall I do it now or shall I do it when you 
come to me after you finish with Secretary Lovett? 

Senator Lona. I would like to do it now. It seems the Russians 
have had a great amount of use out of German manpower, and I 
would like to know the answer to that. 

Chairman Russe. (presiding). I think that is in the field of the 
State Department, and, Mr. Secretary, if you would answer that, 
you may do so at this time. 


STATEMENT OF HON. DEAN ACHESON, SECRETARY OF STATE 


Secretary AcuEson. Yes, sir. 

What we are engaged in working out now, Senator Long, is exactly 
what you are mentioning. The great effort which is going on in 
Europe at the present time is to bring to a conclusion two epoch-mak- 
ing agreements: One of them is our agreement, the British-French- 
United States agreement with Germany. The other is the six-nation 
agreement for the creation of the European army. Each one is con- 
ditioned upon the other. 

At the same time that that is being done, we are hoping, trying as 
hard as we can, to get the Schuman plan ratified so we will have these 
three together. 
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GERMANY’S CONTRIBUTION TO DEFENSE OF THE WEST 


Now, in the arrangements with Germany, there is a provision that 
Germany shall make a contribution to the defense of the West, which 
is comparable with that of the other countries. 

That has been worked out with Germany to the extent of the total 
contribution for the first year. After that we hope that Germany will 
be in the European Defense Community, in which case they would 
work a contribution out with the other five nations. 

What has been agreed is that Germany for the first 12-month 
period, and on a monthly basis, if there is not a period of 12 months 
before June 30, 1953, shall provide for defense purposes 11.2 billion 
deutschemarks. 

For the period until June 30, 1953 that amount has to be divided 
between the expenses which are paid by the German Government for 
allied troops in Germany, and the expenses of raising the German 
contingents. That division is a matter of considerable difficulty. 

The costs of the allied troops in Germany have been roughly worked 
out, and that figure has been given. When you subtract that from 
the 11.2 billion, what is left does not seem to be enough to carry 
our 

Senator Lone. You spoke of marks. What is the dollar equivalent? 

Secretary Lovert. The duetschemark is worth about 25 cents. 

Senator Lone. That would be comparable to $3 billion roughly. 

Secretary AcHESON. Roughly $3 billion is their contribution. 


RUHR PRODUCTION FOR EUROPEAN ARMY 


Now, insofar as the Ruhr industries are concerned, they would be 
used when these treaties come into effect to produce what they can 
produce for the whole—not only the German but for the whole 
European army complex, this six-nation complex. To what extent 
they can do more than the German part depends on foreign exchange 
problems. They have to work those out, because the articles have to 
be transferred. 

However, I think it is contemplated that after the initial build-up 
of these German units, those industries are available to produce for 
some others. So, we are doing what you suggested. 

Senator Lone. The point in my mind Is this: Germany, prior to 
and during World War II, imposed a “guns for butter’ program on 
herself, and outproduced the whole free world at that time. Now, 
she is enjoying a high standard of living; she has recovered economi- 
cally so far as we can determine. If we proceed to let Germany go 
along without bearing her share of defense expenditures to help defend 
the free world, and turn her completely loose without demanding any 
conditions, then I fear that Germany is going to drive a bargain that 
will absolutely bleed us white economically to get her to go along with 
us. 

If we had insisted and told her to help arm the same countries which 
she had overrun, it would have been completely understood, and we 
would now be in a position of getting from the Germans billions of 
dollars of war production to supplement what we are producing here, 
and I have had the impression that we are still in that position to do 
it if we just demanded it. 
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I was curious to know why we do not ask it. I do not see why 
France, Belgium, and Holland would object to it. It would seem 
to me they would be glad to gain all the additional production that 
they could obtain. 

Secretary AcuEson. Well, I think you will find, in the first place, 
that the amount which Germany has been asked to contribute is 
about the top limit of the German capacity to contribute at this time. 

In the second place, you have to remember that a great many of the 
industries which finished these goods have been destroyed, and that 
Germany has some 8 or 9 million refugees—it has a tremendous re- 
construction program of housing and all that sort of thing, brought 
about by the war. 

We have asked for what we think is the top limit. 

Senator Franprers. Mr. Chairman, I would like to get back to the 
Defeuse Department with a question or two before we get definitely 
on with the State Department. 

Secretary Loverr. Senator Flanders, would you let me correct 
an impression before your question? 

Senator FLANDERS. To surely. 


EFFECT OF FURTHER CUT ON PROGRAM 


Secretary Loverr. Senator Saltonstall, my attention is called to 
the fact that there may have been a misunderstanding of your question 
about the effect of the dollar cut in the bills. 

Senator SALTONSTALL. Yes, Mr. Secretary. 

Secretary Loverr. You asked me whether it would hurt the 
program, and apparently there is some likelihood that in answering 
that I may not have been fully responsive to it. Yes, sir, it would 
hurt the program. 

The other part of the question was whether the production of MDAP 
articles interfered with the equipment of the American troops, and my 
answer to that is no, it was helpful, and I answered the two together. 

Senator SatronstaLyt. May I put a third one in there? If we 
believed this program should be cut somewhere along the line, atomic 
energy, public works, which is a very disturbing item, or military 
appropriations, where do you think that we can most safely cut, even 
though you do not believe we should cut it at all? 

Senator FLANpERS. Not most safely, but with the least pain. 

Senator SaLronsta.Lu. That, I think, sir, is a fair question because 
I assume Congress is going to cut somewhere. Where can they best 
cut with the least interference with our security? That, I think, is 
a better way of phrasing it. 


SENATE APPROACH GIVES GREATER FLEXIBILITY 


Secretary Loverr. I honestly do not know the answer to that. 
It, of course, depends on the size of the cut, but I think that the 
approach taken in the Senate of making it across the board gives us 
greater flexibility than the precise slicing of a given amount from 
a given locality. 

Senator SALTONSTALL. You are a very honorable gentleman; it is 
reasonably true that if we do not cut a certain amount across the 
board, and give you discretion where to put it, you can, of course, 
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really grit your teeth and do pretty good work with that reduced 
amount, can you not? 

Secretary Loverr. It would hurt, Senator Saltonstall. It will 
come out of bone and muscle but, of course, we just would do the 
best we could. 

Senator SALTONSTALL. But it would not hurt as much as if we cut 
specific items? 

Secretary Loverr. In my opinion, it would not, sir. 


REDUCTION OF WASTE IN THE ARMED SERVICES 


Senator Byrp (presiding). Mr. Secretary, may I ask this question? 
You say it comes out of bone and muscle. Do you think there is 
no waste in the armed services? 

Secretary Loverr. No, sir; I think there is waste in any vast 
enterprise. 

Senator Byrp. Don’t you think a lot of that waste could be cut 
out if you really got down to it and did it? My observation is that 
there is very great waste. 

Secretary Lovett. I teel there is waste, Senator Byrd, but there is 
another side to this thing, too. We are, with such impartiality of 
judgment as I can bring to bear on this thing, making very real 
progress with it. 

Senator Byrp. What waste have you cut out so far? 

Secretary Loverr. Well, we have, for example, adopted in a rebuild 
program in Germany and Japan, a system of picking up from the 
Pacific islands, of bits and pieces of abandoned equipment, and have 
produced something over $9 billion worth of equipment at a cost of 
about $1.2 billion; that is, we are getting $7 worth for $1 worth of 
expenditure. 

Senator Byrp. Explain how you have done that. 

Secretary Loverr. After the end of World War II, in that rapid 
disintegration period, when the Armed Forces were brought back 
home, they simply walked off and left these stockpiles of beat-up 
tanks, automotive equipment, all sorts of stuff. 

Now, with the lower pay scales in Japan, and using the machine 
tools which they had available, we have reworked in a system called 
the Big Five out there, through civilian contract and under the 
Ordnance Department’s control, this surplus material, and we re- 
worked the material that is shot up in Korea. Sixty-five percent of 
all the trucks used in Korea are rebuilt trucks. 

Now, that is an enormous saving. To give you a specific case, a 
2%-ton truck costs today about $7,200. We rebuild one for about 
$1,200, and it runs in that order of magnitude. 

Senator Byrp. You can do that because the wages are lower in 
Japan than they are here? 

Secretary Loverr. That is partly the answer, sir. 

Senator Byrp. What have you done about cutting the waste out of 
the regular operation of the armed services? Take the Pentagon 
Building, and all the civilian employees. 

Secretary Loverr. Well, we have expanded the military forces by 
two divisions without increasing the number of bodies abroad. We 
have held down the civilian employee s as a result of the insistence of 
the Congress that we do so. 
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Senator Byrp. How have you held them down? You are increasing 
them at the rate of about three or four hundred a day. 

Secretary Loverr. We have a turn-over; we have a ceiling imposed 
on us, and we are living within it. 

Senator Byrp. It has not worked very well, and I know, because 
I was the author of the ceiling. 

Secretary Loverr. You were, sir. 

Senator Byrp. You have not paid any attention to it hardly at all 
so far as I can see. We will go into that another time. 

Senator FLtanpers. Mr. Secretary, may [ get you out of this em- 
barrassment by asking another question? 


BASIS OF SO-CALLED OFF-SHORE PURCHASES ABROAD 


Senator Lona. I would like to ask a question about economy. It 
is my understanding that in spending this money to build up this 
equipment overseas that we are supposed to be getting a better bargain 
in that many items that can be produced over there by defense sup- 
port cheaper than it could be produced here, and that sounds like a 
good bargain tome. But I fail to see why we should produce things 
by paying our money to produce them in Europe that could be pro- 
duced just as economically here. 

I ran across an instance the other day where an American shipyard 
was complaining about our money being spent to pay for ships built 
in Dutch shipyards, and I felt that the answer would probably be that 
those ships were being more economically produced, Mr. Secretary. 

The answer that I received from the Defense Department was 
that there would not be a nickel of saving of money, but that perhaps 
we might have to give more economic assistance to Holland if we 
did not spend money to build the ships there; and the impression I 
gained was that much of the equipment, particularly electronics 
equipment, had to be produced here and many things that had to go 
into it had to be produced here and that time and all that conside red, 
there was no economic savings in producing that ship there. 

I wondered why we would do that when, I should imagine, there 
would be many things that would achieve great savings. 

For example, we could ship lathes over there to those people and 
they could manufacture ammunition or rifles, using the same machine 
lathes to turn them out. Let them pay for the manpower and we pay 
for the equipment to produce those things with. 

Do you see any purpose in producing items where they could be 
produced just as cheaply here, with our money over there? 

Secretary Loverr. Well, Senator Long, 1 am not aware of the 
specific instance which you mention, but by and large, the basis of 
our so-called off-shore purchases abroad is to enable the using country 
to maintain and operate the equipment which is initially “provided 
so that we do not have the annual recurring charge of the spares and 
maintenance items. 

When you get to the initial equipment type of item, which is, [ 
think, the minesweeper that you are referring to, the ac tual construc- 
tion on a per-ton base over there is cheaper than the actual construc- 
tion in United States shipyards for that type of vessel. 

Senator Lone. Yet it-is true that the electronics on those vessels 
now cost as much as the vessel itself, and the electronics are produced 


here. 
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Secretary Loverr. That is right, sir; so that the dollar saving is not 
the controlling factor; the controlling factor in the electronics is that 
the manufac ‘turing proc ess is a closely guarded secret. [|Deleted.] 

Senator Lone. The point I have in ‘mind is, Do you feel that there 
is an obligation to show the Congress that there is distinet economic 
savings in producing w hatever items are produced in Europe when 
we pay for it with our money? 

Secretary Lovett. If an item can ‘Ge produced here as cheaply or 
more cheaply, and if that corresponding item produced abroad requires 
us to supply the raw materials and everything else, and simply take 
in their lower labor costs, our preference is to make it here. But 
where the country is economically able to -pay its own labor costs 
and supply some substantial part of the basic material, then there is 
an advantage to us in letting them do it, even though the cost might 
be the same because then they have the continuing facilities, and we 
are out once we made the initial delivery. 

Senator FLanpers. Mr. Secretary, there are questions of this sort 
I wanted to ask, and | want to understand more clearly the military part 
of this $6.9 billion. How much of that is capital equipment? 

Secretary Lovert. It is about 80 percent, Senator Flanders. 

Senator FLanpers. Eighty percent is capital equipment. Then 
there is only a very small part going to the purchase of fabricated stuff 
over there? 

Secretary Loverr. Yes, sir; currently, yes. 

Senator FLanpers. That raises then the line of questions in my own 
mind that Senator Long has been raising, only I would feel that in 
order to make the very greatest use of our limited resources—and I 
say “‘limited’’ with a strong sense of conviction that they are limited— 
I would just raise the question whether, when employment is fairly 
full over here, we should not do more offshore purchasing than we are 
doing in cases where we can get very much more for the amount of 
money spent than we can bere. 

Secretary Loverr. The offshore procurement program is being very 
substantially increased, Senetor Flanders. One of the obstacles, of 
course, was the tax system abroad. 

Senator FLanprErs. Yes. 

Secretary Loverr. Where we were paying very high proportions 
of taxes. 

Senator FLanprERs. Yes; that was an outrageous situation, and I 
presume you have been in communication with the State Department 
on that matter? 

Secretary Loverr. Well, it has now been cured, sir. 

Senator FLanpErs. That is good. 

Secretary Loverr. We have got agreements from virtually all the 
participants in NATO, and we are in many instances contracting 
through a government in order to be free of all the taxes. 

Senator FLANpERs. Yes. 

Secretary Loverr. So that, in answer to your question, it is that 
we are accelerating the offshore procurement very materially. 

Senator FLANpERs. Just to understand this a little further r, about 
80 percent of the military is for capital goods? 

Secretary Loverr. Yes, sir. 

Senator FLANpERrs. Is that capital goods allocated specifically to 
military production, either in general or in specific items, or is it for 
general economic improvement of the countries involved? 
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Secretary Loverr. No, sir; it is military end items in one form or 
another. 

Senator FLANDERS. So, it is all directed toward the military pro- 
duction, with the economic improvement as a collateral benefit? 

Secretary Loverr. It is a separate item, sir. 

Senator FLANDERS. Yes. All right. 

Senator Byrp. Mr. Secretary, you may proceed. Secretary Ache- 
son has an engagement with the President at 12:30. Is it the pleasure 
of the committee to proceed with Secretary Lovett? 

You have to leave, I suppose about 12:20? 

Secretary AcuEson. It would take me about 10 minutes to go 
down there. I could come back tomorrow. 

Senator Stennis. We could accommodate the Secretary. 

Senator KNow Lanp. I think it would be all right for the Secretary 
to come tomorrow. I would like to feel that when he has to leave 
that he would return, because we may have some questions. 

Senator Byrv. | thought we could possibly finish with one of the 
Secretaries so that he could be released and go back to work. What 
is the pleasure of the committee? 

Would vour testimony take over 20 minutes? 

Secretary Acnrson. My own would be very short, but I am per- 
fectly happy to sit here while you finish with Mr. Lovett. 

Senator Byrp. Then you may proceed, Mr. Lovett. It would, of 
course, mean that both of you may have to come back tomorrow, 
and I was trying to see if we could release one so that he could go 
back to his important work. 

Secretary Loverr. I had finished my answers, Mr. Chairman. 

Senator Byrp. Are there any questions of the Secretary? I have 
some written questions that I would like to ask you, please, sir. 
Would you reply to them in writing? [The questions referred to 
follow.] 


QUESTIONS AS TO FISCAL SITUATION 


As an introduction to this question, it is necessary to define (1) 
“appropriations and other obligational authority,” (2) “obligations,” 
and (3) ‘‘expenditures,”’ in order that we shall all be talking about the 

same thing. 

“Appropriations and other obligational authority’? means funds 
appropriated and authorized by Congress against which obligations 
and expenditures may be made. 

“Obligations” are commitments made by the Government and its 
agencies in the nature of goods and services on order but not delivered. 

‘‘Expenditures”’ are payments by the Treasury upon receipt of goods 
and services. 

Since 1950, appropriations to ECA have totaled approximately $20 
billion, and expenditures have totaled a little over $12 billion. “Obli- 
gations’’ figures in this, and all other foreign-aid programs are always 
fuzzy 

When the foreign-aid bill was taken up by the Foreign Relations 
Committee, I requested the chairman to have the Bureau of the 
Budget develop a table showing the amount of funds from prior appro- 
priations and authorizations which have been and are bei ‘ing carried 
over each year for expenditure in addition to funds available under 
currently requested appropriations and authorizations. 
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It will be noted that this table includes not only foreign aid included 
in this bill but also the record for all other foreign-aid programs since 
1946—29 in all; and the figures go back to the inception of foreign 
aid after World War II. 

It will be seen that in 1946 $4.4 billion was spent and $4.4 billion 
rarried over into 1947; in 1947 $8.6 billion was appropriated, $8.7 
billion spent, and $3.7 billion carried over into 1948; in 1948 $5.2 2 
billion was appropriated, $4.6 billion was spent, and $4.2 billion was 

-arried over into 1949; in 1949 $6.9 billion was appropriated, $6 billion 
was spent, and $4.9 billion was carried over into 19: 50; in 1950 $5.8 
billion was appropriated, $4.6 billion was spent, and $6 billion was 
carried over into 1951; in 1951 $8.6 billion was appropriated, $0.4 
billion was spent, and $10.1 billion was carried over into 1952; and in 
the current fiscal year 1952 $7.5 billion was appropriated. It is esti- 
mated $5.6 billion will be spent and that $11.7 billion will be carried 
over as an unexpended (to be distinguished from unobligated) balance 
for expenditure 1 in 1953 or some subsequent year. 

It is requested that this table and the accompanying correspond- 
ence, indicated as table 1, be inserted in the record at this point. 

(The table referred to is as follows:) 
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40 MUTUAL SECURITY ACT OF 1952 


In addition, I have a table prepared by the Office of the Director of 
Mutual Security which shows that, as of January 31, this year, there 
was a balance of totally unobligated appropriations amounting to 
$5.9 billion against which no commitments had been made to that date, 

It is requested that this table be inserted in the record at this point, 
It is indicated as table 2. 

(The table referred to follows:) 
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Vomptroner, Ulice of the Uirector for Mutual Security, Mar. 12, 1952. 
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Attention is invited to the table submitted by the Comptroller, 
Office, Director of Mutual Security, before the Senate Foreign Rela- 
tions Committee, which estimates that the unobligated balance of 
Mutual Security funds as of June 30 this year will be $350 million. 
This appears to say that between January 31 and June 30, MSA will 
obligate $5.5 billion. This would be obligating at the rate of $1.1 
billon a month for this 5-month period. 

This table, dated March 26, 1952, is submitted for the record, and 
is indicated as table No. 3. 

(The table referred to follows:) 
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46 MUTUAL SECURITY ACT OF 1952 


This record of long-term commitments represents a serious problem 
in our budgetary procedures which very easily could destroy legislative 
purse control. 

When taken together with the similar situation in the military, we 
find this condition: 

Unexpended balances in appropriations and other expenditures 
authority for military and Mutual Security programs to be carried 
over into fiscal year 1953, when combined total $67.4 billion. 

New appropriations and other expenditure authority requested for 
fiscal year 1953 by the military and Mutual Security, when combined 
total $60 billion. 

This makes total expenditure availability for the military and 
Mutual Security, when combined, for 1953 totaling $127.4 billion. 

Estimated expenditures in fiscal year 1953 by the military and 
Mutual Security, when combined, total $62.8 billion. 

This would leave unexpended balances in appropriations and other 
expenditure authority for the military and Mutual Security, when 
combined, to be carried over into fiscal year 1954 totaling approxi- 
mately $64.5 billion. 

It is obvious in this situation that annual control of Federal expendi- 
tures is seriously impaired. 

It should be understood that annual deficits are the difference 
between annual expenditures and annual revenue. 

Deficit financing is based on annual deficits, and deficit financing 
requires long-term debt. 

In this situation it would be appreciated if the Mutual Security 
Agency would project for this committee, as far as possible into the 
future: 

(1) The rate of appropriations to be required; 

(2) The rate of obligations to be assumed; and 

(3) The rate of expenditures to be made. 

(If this information is not immediately available, subsequent sub- 
mission for the record will suffice.) 

Table 1 will indicate that over the past 6 years there have been at 
least 29 foreign-aid programs, which have changed from year to year 
like chameleons, covering just about every conceivable form of relief, 
assistance, and aid. 

The latest shift has involved a change of program names from 
“economic cooperation,” to “military support.” 

In view of this record, it will be appreciated if the Mutual Security 
Agency will supply for this record an itemized list of all projects, both 
under way and contemplated, under its jurisdiction, which it regards 
as economic but not military support, with the estimated future costs 
for each item. 

It will be appreciated further if MSA will supply a definition of 
military support projects. 

It will be appreciated further if MSA will supply an itemized list, 
with estimated future costs, of military-support projects. 
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Senator KNow.anp. Mr. Chairman, I would like to request, and 
I do not care, which department does it, but on page 22 of the Foreign 
Relations Committee report are some percentage figures on the per- 
centage of expenditures compared with the gross national product of 
Allies of given countries. I have no objection, of course, to their 
giving those percentage figures, but as we insisted upon in the hearings 
a year ago, and I would like to insist again, that they furnish com- 
parable figures for the percentage of the defense budget to the total 
budget that these countries listed are supplying. 

Secretary Loverr. We will do that. 

(The information referred to follows:) 





ae 
pee 


*SIUOUIUIDANZ [BOO] PUY [BUOIFeI Aq SolIJUNOD saty{0 UT PouTOJIOd orB JUOTTTIIBAOH [BIND ey Aq A1}UNOO OU UT Pastorexa sUOTIOUNy IWeUTUIOAOS 
SNOLIBA 1Bq3 JORT O42 AQ Pa}oepe O1¥ $9]13UNCD UdEMIJEq SUCSTILGMOD ‘UOTIPPB UT ‘apLUI oq MOU JOUTLO o[QuIEdMIOD SoINZY 24} OYBUI 04 SJUOWISN{PY *sa}eIg poduy ay) Ul UBYyy sal 
-unoo uvedomg IsOUI Uy JeYysIY ApQuyoidde s} Iv[Jop oy} Jo TeMod Surseydmd oy} puL ‘saz OFUGYOXO UFTO1OJ [BIOYJO JO SISSq oY} UO APRU UdEq SRY SIV[JOP OFUI UOISLAAUOO OY, “IIS 
-s0d 40U 018 SejBIg PeTU 94} PUB SajjUNOD UBEdOIN| 943 us8M4oq GINjIPUEdxXe JUSUIUIBAOD [81309 [830} PUB SIINIIPUsdXx9 asUajep JO STaAd] 97} JO suostivd m0 asta - ‘SLON ; 


*AIVUITOTAI ¢ 

*(AT8I7 WILK PapNpouy) oysaliy, SN + 
“LEB ¢ 

*s}so00 mOT}eVdNd00 s}uosaiday ; 

"(9861 JO SB SalrBpUNOg) YoIey IBMIIg 7 













































































an . <a nie il cieineciggititiacstieiiancacaiaicatess winnie . a a a wiptneccionniouniensilinsiieanamnnabale , 
© | j | 4 ae 
oa BL | 10€ ‘29 ¢ | #9 Z9¢ ‘Sh 6h | 516 “IZ Ze 008 ‘Z al an oe ie on Meee ae aN ae aa age ee eae seyeig peyuy 
= = | 6Sb FI | 6% Shr IT ¥ | 18°2 0% | 9609 | 6¢ ee See en Peete naer en See ep ee » S91IJUNOD UBEdoIN | PL [BIOL 
ay 8 5, 1 IZ. | @ | Sts, g | 8% e Sg Pesieteererestetre se Riereher aera ser: Biaysny 
st 62h rr | oe 4 ae | 7 | 28 2 02 | 8109 | OF ae es _ ~w-"""Kusuriay snjd O.LYN [®3O.L 
5 bE 629 °% 0€ 796 1s | £% | O61 ‘Ts | 0% 9£0'I z I 
<a gL ‘IT 0g oLF 6 | ¢ | 2£9°9 | 02 
by «Be | oc | $2 090‘ | oz | co9 % 02 os 
mM Le 263 /| BaG £e | 12% be | | 
fe 2 99 *| 08 | 2 0g | 9% 
5 8% OST | BZ ait £9 ZI 
oD 6% | bLb | 2 | $6€ 82S 9I | 
es) Oe 8 fe } ee Li _ eet SEB Ss 
a 1£ eevee a fet er sea <* ; 
Pa It | 068 ‘€ | 68 
< 6 | Zot | 1% 
P £t | £1L | &% 7 P a sinqwuiaxn [-UMsogq ae 
=) | | | } | | :Se1JjuN0D O.LVN 
= Ll ee a Lr. oe SS | | meee git . a. a a oe il ee ee a 
a any puedxe sein} aan} pusd xa} sony einjIpucdxe sein} einyipuedxe sein} | 
auonop | {RUM | tomo | qpuedxo | ut, | apuodre | JOU | spuodxo /omppuodxo 
jo quaoseg | 8M | yo yusos0g | 49°C | 50 quaoieg | BUFzPT | yo sueonta we 1 <a 
Ss | e ot ae 4 is. quedied 8 st | A1junog 
ein}! puedxa} 
(seoyad (soot (sooyid | (seotid @SUd] 
ZS-1S61) So-zZeel avoA | JuatINS) 79-196] ROA U9LINO) TS-OG61 1V0A =|: 4UAIIND) OG-HPGI IBAA “OP ‘*SE6T 
[eosy 89qBIG peu | [Rosy soquIg poyUH [8osy soquIg polUg [sosy sojzeIg peyUug 
eeeeeesee: i 
[sre][op Jo suo) 
CO 


oo ainjipuad.ca JuIWULaAOL [D.1]UIQ 1040} fo yuaosad pun 1910,., 8ainjipuadxa asuafag 








MUTUAL SECURITY ACT OF 1952 49 


STATEMENTS AND TABLES ReQUESTED BY SENATOR Byrp IN Paper TITLED 
“QueEstTions AS TO FiscaL Siruation” RELATING TO a Bit, TO AMEND THE 
Murvat Security Act or 1951 


The request is for a projection into the future for: 
(1) Rate of appropriations to be required; 
(2) Rate of obligations to be assumed; and 
(3) Rate of expenditures to be made. 

It is impossible to predict with precision the size of the United States contribu- 
tion beyond the coming year (1953) or how long it should be continued. 

The North Atlantie Council recognized that, in a cold war, planning for the 
future must be kept flexible—that requirements will be affected by changes in 
international tensions, the development of new weapons and military techniques, 
and by other factors. For this reason, firm force plans were made only for cal- 
endar year 1952, with provisional plans for 1953 and planning guides beyond. 
There will be a complete review in NATO next autumn when plans for 1953 are 
firmed up and the planning cycle moved forward a year. 

The outlook as we now see it is that next year will also be one of large-scale 
capital build-up. Thereafter, subject to other limiting factors, requirements for 
the further capital build-up should taper off. When the capital build-up is com- 
pleted, an expanded European economy, and especially an expanded European 
munitions production, should make it possible for the European countries them- 
selves substantially to maintain their own defense forces at an adequate level. 

Since it is impractical to estimate requirements for the European program 
beyond 1953, estimates for other areas of the world have not been undertaken 
because some of the limiting factors mentioned above also apply to many of the 
countries in titles II, III, and IV. 
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5? MUTUAL SECURITY ACT OF 1952 


DEFINITION OF MILITARY Support (DerensE Support) 
A. TITLE I—UNITED STATES DEFENSE SUPPORT FOR WESTERN EUROPE 


It should be noted that defense support programs of the Mutual Security 
Agency are not developed on the basis of separately identifiable projects for the 
building of particular factories or the supplying of raw matériels on a project 
basis. Defense support takes the form of goods and services (other than military 
end items) supplied by the United States to European countries to enable the 
latter to carry out the military programs agreed upon at the Lisbon meeting of 
the NATO Council in February 1952. for the reasons set forth below the success- 
ful accomplishment of the full European defense programs is dependent upon the 
provision of commodity imports of these types. Therefore, data on defense 
support programs are given in terms of commodity imports into the participating 
countries. 

For the European Lisbon plan countries and Germany (not including Greece 
and Turkey) the defense expenditures projected for the year 1952-53 total $13.9 
billion, on the assumption United States assists these countries with $1.4 billion 
of defense support. Of this amount, some $7 billion will be for troop mobilization, 
training, clothing, and subsistence; defense production in Europe accounts for 
more than $3.5 billion; and the balance is made up by projected military construc- 
tion and other defense costs. 

Fulfillment of the European defense programs will depend, however, upon 
these countries being able to obtain sufficient amounts of imported raw materials, 
equipment, and commodities to permit the level of production in Europe that is 
required to sustain the proposed defense programs. The basic purpose of defense 
support to the European countries is to make these essential imports possible so 
that Europe can make its most effective contribution to our collective defense. 
It is necessary because the European countries are unable, with their own 
resources, to purchase all necessary dollar imports; Europe’s own resources are 
inadequate for this purpose both because the impact of the Korean war has 
increased the cost of European imports and because Europe has had to divert 
some of its export-producing industries to defense production. It has been 
estimated that if the United States does not furnish the $1.4 billion of defense 
support requested for these countries, their military expenditures would be 
reduced by $3.3 billion, as a result of purely economic considerations, not taking 
into account any political or psychological effects of such a withdrawal of United 
States support. This estimate indicates that defense support will have a direct 
“multiplier effect’? on the European defense effort of 2.4 to 1. This multiplier 
effect arises from the fact that European producers contribute their own labor, 
capital, and some machinery and raw materials; the value of the finished produc- 
tion is, therefore, several times the amount of resources provided through United 
States defense support. 

The higher European defense expenditures made possible through defense 
support go not only into increased military production, but also into more rapid 
troop mobilization and training, the construction of airfields and military com- 
munications systems, rising operating costs (e. g., more gasoline for military 
vehicles), and many other essential military uses. These are particularly im- 
portant elements in the NATO military program, and also the ones in whieh 
defense support pays the greatest military dividends. Since European costs for 
the pay and subsistence of its soldiers are much lower than our own, a large 
European military establishment can be put in the field at a fraction of the cost 
to the United States of providing the same forces from this country. 

Defense support is required to enable Greece and Turkey to maintain and 
improve the quality of their fighting forces, which are already sizable and effective. 
The poverty of Greece’s economic resources and her very low consumption levels 
makes the large Greek defense force an extraordinarily heavy burden. The 
excellent Turkish forces, which cost less per soldier than those of any other NATO 
country, also constitute a major economic burden on an economically under- 
developed country. United States defense support makes it possible for these 
countries to mobilize the necessary resources, through governmental expenditures 
on defense, to carry through their part of the expensive task of modernizing defense 
forces of proven military usefulness. 

Defense support is requested for Yugoslavia, which is not integrated into the 
NATO program, because this country occupies an important position on the 
flank of western defense, and because it has one of the strongest defense establish- 
ments in Europe measured in numbers of men under arms. Because of the char- 
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acter of its economy, and the severe blows suffered by this economy during and 
after the war, Yugoslavia could not maintain this establishment, and improve 
its quality, without defense support. 

Austria does not have any defense program, and the sum requested for Austria 
represents economic aid. This aid is required to maintain Austria as a free and 
independent nation. In view of Austria’s strategic location and its importance 
in the political struggle between the East and West, this economic aid program 
is @ vital part of our mutual security. 

As stated above, defense support will consist of raw materials, machinery and 
equipment, and other commodities. Dollar amounts of defense support will be 
allotted to the individual countries, and these allotments will be used by the 
countries for the procurement of specifie commodities. 

Attached is an illustrative distribution of defense support for each country by 
commodities. It should be noted that this list constitutes only a fraction of the 
total imports needed by the title I countries to expand their production and 
increase their defense expenditure. Most of their imports are procured from the 
countries’ own funds. 


Itemized list of military support (defense support) programs (title I) —estimated 


MSA-financed program, by commodity groups, in fiscal year 1952-53 


[In millions of dollars] 


Summary, 


14 partici Belgium- — 
Commodity pating Austria Luxem- | Denmark | DOT 
coun- burg - 
tries ! 
FOOD AND AGRICULTURAL IMPORTS 
Food adh deed ductiicearns ‘ 143.6 23.4 Jpbeicukaticd 32. 1 
Bread grains_--- 108.9 MB @-124<<+ liaise 10.5 
Fats and Oils 25.0 ; a aorick 21.6 
Sugar 7.0 
Dairy products 3:7 - 
Feed and fertilizer 14,2 14,2 
Coarse grains 14,2 14.2 ’ ‘ ee 
Natural fibers ‘ 146, 5 6.0 sane : 47.1 
Cotton _. ® bs 145, 1 6.0 mn 45.7 
Other fibers : 1.4 — 1,4 
Total food and agricultural imports ‘ 304.3 13.6 79. 2 
INDUSTRIAL IMPORTS 
Fuels . la ole ana le. 2R9. 5 10.0 7 : 14.0 99.8 
Solid fuels i 95.4 10,0 ‘ 14.0 33.4 
Petroleum and products 196. 1 7 ES 66 4 
Industrial raw materials : 541.0 4 . 81.4 
Iron and steel 7 ‘ 113.6 “a Sad 2.0 
Nonferrous ores and concentrates _-. 50.9 a ai eae 4.4 
Aluminum 78. 1 7. 
Copper . . 73.4 18.2 
Lead 15.8 
Zine ‘ 19.9 -a : 3.0 
Other nonferrous metals 18.6 i akan 2.1 
Lumber ‘ 28.5 |.. ‘ 7.0 
Paper and pulp 24.4 d ‘ 7.0 
Rawhides and skins 0.6 . a icone 0.4 
Industrial chemicals cali 87.2 emi te ani aad 37.3 
Capital equipment 144.7 2 | 66. 6 
Agricultural equipment 11.6 2 4.0 
Industrial machinery and equipment 133.1 ‘ 62.6 
Other manufactures and raw materials 19.4 sa - 11.0 
Textiles ; 0.6 . ria 
Miscellaneous, n. e. ¢ 48.8 oa 11.0 
Tota! industrial imports 1,024.6 10.7 14.0 258. 8 
Total commodity imports 1, 328. 9 ‘4.3 14.0 338.0 
Tr insportation 167.3 a 6.0 82.0 
Total MSA defense support program, 14 countries ! 1, 496, 2 66.0 3 20.0 4120. 0 
Assistance via EP ‘ 196. 0 20.0 
Yugoslavia 2 78.0 
Total 1, 770. 2 86. 0 | 20.0 420. 0 


See footnotes at end of table, p. 55. 
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Itemized list of military support (defense support) programs (title I)—estimated 
MS A-financed program, by commodity groups, in fiscal year 1952-53—Continued 


{In millions of dollars] 


Germany | Italy | 
; 7 (Federa] Seton sl (includ- | Nether- 
Commodity Repub- Greece Iceland ing | Jands 
lic) | Trieste) | 
| i 
FOOD AND AGRICULTURAL IMPORTS 
i | 
Food . 20. 0 38.1 ; «ahhh tees Lies te 
Bread grains : 20.0 25.0 | See ke 
Fats and oils 3.4 | 
Sugar ; 7.0 a 
Dairy products 2.7 ‘ 
Natural fibers : 35.9 38. 5 19.0 
Cotton 35.9 38. 5 19.0 
Total food and agricultural imports 55.9 38.1 38. 5 19.0 
INDUSTRIAL IMPORTS 
Fuels ‘ 10.0 1.0 0.2 35.0 14.0 
Solid fuels - 30.0 6.0 
Petroleum and products 10.0 1.0 2 5.0 8.0 
Indusfrial raw materials : 66. 4 1.1 2 5 22. 4 
Iron and steel 1.0 5 2 2.0 9.6 
Nonferrous ores and concentrates 5.0 1.0 
Aluminum . » 
ogi y saat 12.0 1 2.0 | 5.8 
Zine 2.9 | 
Other nonferrous metals 3.5 
Lumber __.. : 20.0 1 6 
Paper and pulp 11.0 2 a” 
Raw hides and skins 1 | 1 
Industrial chemicals 11.0 8 5.2 
Capital equipment 7 6 8.1 14.0 
Agricultural equipment a 1 on 
Industrial machinery and equipment 5 5 8.0 | 14.0 
Other manufactures and raw materials 6.9 3 3.9 2.9 
Miscellaneous n. e. ¢ 6.9 3 3.9 2.9 
Total industrial imports 83.3 3.1 1.0 51. 5 | 53.3 
Total commodity imports 139. 2 41.2 1.0 90.0 | 72.3 
Transportation 20.8 4.0 20.0 7.7 
Total MSA defense- ee program, 14 countries ! 160.0 45.2 1.0 110.0 80.0 
Assistance via EP 7 ; 100. 0 4 
Total... mea 160. 0 145. 2 


1.0| 110.0 80.0 


See footnotes at end of table, p. 55. 
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Itemized list of military support (defense support) programs (title I) 


OF 1952 


-estimated 





MS A-financed program, by commodity groups, in fiscal year 1952-53—Continued 


{[Inmillions of 


Commodity 


FOOD AND AGRICULTURAL IMPORTS 

Food ‘ os 
Bread grains 
Fats and oils __. 

Feed and fertilizer 
Fertilizer 

Natural fibers 
Cotton 


Total food and agricultural imports 


INDUSTRIAL IMPORTS 
Fuels 

Solid fuels 

Petroleum and products 
Industrial raw materials 

Iron and steel ; 

Nonferrous ores and concentrates 

Aluminum 

Copper. 

Lead on 

Zine 

Other nonferrous metals 

Lumber 

Paper and pulp 

Raw hides and skins : ” ‘ 

Industrial chemicals ‘ 2 
Capital equipment 

Agricultural equipment 

Industrial machinery and equipment 
Other manufactures and raw materials 

Textiles 

Miscellaneous, n. ¢. ¢ 


Total industrial imports 


Total commodity imports. . 
rransportation 


Total MSA defense support program, 14 countries 
Assistance via E PU 


Total 


! Plus Trieste (included with Italy). 
? Commodity programs shown in last column p. 3 
’ MSA obligation pursuant to agreement with United 


Mutual Security Agency, Mar. 27, 1952. 


dollars] 


Norway 


10. 


10. 


Kingdom 


Turkey 


of July 


0 
9 
0 


50.0 


70. 0 


7, 1950. 


United 
Kingdom 


Yugoslavia 


30.0 | 2.3 
30. 0 aade 
. 2.3 





30.0 26.1 
100.0 21.0 
13.0 
100.0 | 8.0 
360. 4 | 18.3 
97.0 | 12.0 
40.0 |.-.. 
2 |) ae = 
56. tas fe 
14 | Ser 
Gl Benitons naiiee 
et... wnadibe 
| 
6.0 | .8 
3.0 
32.0 2.5 
37.0 2.3 
4.0 1.5 
33.0 8 
23. 6 3.5 
.6 2.4 
23.0 1.1 
521.0 45.1 
551.0 71.2 
13.0 6.8 
564. 0 
3 26.0 
590. 0 78.0 
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TCA program—all areas—comparison of fiscal year 1952 and fiscal year 1953 by 
field of activity and area 


{ Thousands of dollars} 


Total all Near East and | 





ceakal Africa South Asia | Latin America 
Field of activity — 
1952 1953 | 1952 1953 1952 1953 1952 | 1953 
“ —|— | beni 
Agriculture, forestry, and fisheries._.| 50,420 | 73,968 | 10,319 | 16,983 | 33,609 | 49, 160 | 6,492 7, 825 
Health and sanitation satin cleat OS T Sen 7,141 | 10,170 4,310 6,347 | 4,154) 4,729 
Natural resources, public works, and | | 
transportation ............ econcue-| 20,025 | 64, 593 5,959 | 13, 937 12,657 | 48,788 | 1,409 1, 868 
Education. es t 7,620 | 11,091 4, 024 2, 936 634 4,667 | 2,962| 3,488 
Industry, handicarafts, and housing.} 18,358 | 46, 505 5, 015 6,068 | 12,983 | 39, 500 360 937 
Public administration and Govern- | 
ment services : : 2, 488 3, 998 656 2, 034 509 275 1,323 | 1, 689 
Joint economic commissions and j 
surveys M sua 4, 140 5, 599 1, 747 2,872 1, 093 1,263 | 1,300 1, 464 
Maintenance of essential supplies....| 7, 400 ; : 7, 400 asl atten eileen 
Unallocated 5 = hte tot a ats 195 495 : . ome 
Total TCA program aa 126, 551 227, 000 2,756 | 55,000 | 65,795 150, 000 18, 000 22, 000 
Supplies authorized under sec. 203, | 
Mutual Security Act of 195] 13, 500 |... .| 13, 500 Utitinl denned cnidantaet ilies leaned 
Refugee program authorized under | 
ec. 205, Mutual Security Act of | 
1951 eas ol os 50,000 . 76,000 | 50,000 | 76, 000 u ee a 
Total._...- r= ------------/190, 051 303,000 |106,256 131,000 | 65,795 |150,000 | 18, 000 22, 000 


TCA program—Near East and Africa—Comparison of fiscal year 1952 and fiscal 
year 19538 by Su id of acti ily and co intry 


{Thousands of dollars] 








Potal Ne ar East Total Near East Arab States 
ind Africa 
Field of activity a i te 
1952 1953 1952 1953 1952 1953 
| 
1. Agriculture, forestry, and fisheries 10, 319 16, 983 8, 717 15, 967 2, 517 8, 092 
2. Health and sanitation 7,141 10, 170 6, 386 9, 300 1,611 4,407 
Natural resources, public works, and 
transportation + 5 Org 13, 987 5, 185 1 , 434 3, 760 5 598 
4. Education 4,024 2, 936 3, 207 2, 586 1, 182 1, 796 
5. Industry, handicrafts, and housing 5, O15 6, 068 4, 956 6, 034 | 506 | 1, 260 
6. Publicad iistration and Government | 
ervices 656 2, 034 558 1, 872 | 288 | 1, 222 
7. Joint economic commissions and sur- | | 
veys 1, 747 2, 872 1, 422 2, 307 | 667 | 1, 195 
8. Maintenance of essential supplies 7, 400 7, 400 1, 400 | 
9. Unallocated 495 
Total TCA program 412, 756 55, 000 37, 831 51, 500 11, 931 23, 500 
Supplies authorized under sec. 203 Mutual 
Security Act of 1951 13, 500 OES Facdinandcatopeewenuealnahdachune 
Refugee program authorized under sec. | 
205, Mutual Security Act of 1951 50, 000 76, 000 50, 000 76, 000 | Salta 
Total 106, 256 131, 000 101, 331 127, 500 11, 931 23, 500 
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TCA program—Latin America—Comparison of fiscal year 1952 and fiscal year 195$ 
by field of activity and country 


MUTUAL SECURITY ACT OF 1952 


erpeannes of dollars] 



































Total Bolivia | Brazil 
Field of activity ig See : ae Gi ADs. | | 
| Fiscal Fiscal | Fiscal | Fiscal Fiscal Fiscal 
| year 1952 year 1953 | year 1952 year 1953 | | year 1952 a 1953 
' | 
— — Po j | aKa _ — —_ 
1. Agriculture, forestry, and fisheries_____| 6, 492 7,825 | 442 551 823 — 1,030 
2. Health and sanitation ist 4, 154 | » 729 | 319 319 662 757 
3. Natural resources, public works, and | | 
transportation.............. re 1,409 | 1, 368 | 186 | 165 | 150 306. 
EE Sich i cto aghceasane 2, 962 3, 488 | 275 | 322 | 534 | 637 
5. Industry, handicraft, and housing-. 360 937 | 6 | 23 | 13 | 304 
6. Public administration and Govern: | } | | | 
ment services __- } 1, 323 1, 689 | 65 | 45 141 253 
7. Joint economic commissions and sur- | j 
kip din citutenss Miiaibladiai dente 1,300 1, 464 | 46 | | 42 686 792 
Rs = 655 58 occa icles 18, 000 22, 000 | 1, 339 | 1, 467 3,009 | 4, 169 
Chile | Colombia Costa Rica | Cuba 
Field of activity | Fiscal | Fiscal | Fiseal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal 
| year | year | year year year | year | year | year 
1952 1953 ; 1952 1953 | 1952 | 1953 1952 1953 
| 
os, oso. Rima, awe, (a Val aaa. Ean ar oe hat eee ih 
1. Agriculture, forestry, and fisheries 397 424 226 | 221 | 551 | 613 175 221 
2. Health and sanitation 265 303 | 273 | 291 | 192 | ee sAeesiois 
3. Natural resources, public works | j | | | | 
and transportation.._____- ; f 14 128 174 45 | 59 | 18 | 27 
4. Education 191 227 29 | oe. .at 21 |- =f 
5. Industry, handicraft, and housing lll 119 | 27 | 32 | 16 | 65 | EAE 
6. Public administration and gov- | 
ernment services 67 80 7 57 | 135 | 150 | 24 30 
7. Joint economic commissions and | | | 
i irk tin cites <ndeds 56 70 | 32 42 55 | 42 | 
iE a de 1,092 | 1,237 722 837 | 994 } 1,176 | 217 | 278 
ominic ed | 
Dominican Ecuador El] Salvador | Guatemala 
Republic | 
1. Agriculture, forestry, and fisheries 73 5 270 | 329 221 289 | 179 167 
2. Health and sanitation 341 373 153 | 194 | 50 70 
3. Natural resources, public works, 
and transportation 10 13 89 108 hy 
4. Education : 190 228 273 330 31 | 79 | 
5. Industry, handicrafts, and hous- | 
ing . 695 96 15 | 30 | 
6. Public administration and Gov- | 
ernment services 3 4 67 103 96 | 133 
7. Joint economic commissions and | 
surveys 18 42 31 42 27 | 42 
i 2 ee 204 342 | 1,136 | 1,381 543 | 767 Pi 229 | 237 
ee Hee Bere By sb HB 5g Re TPM BD 
Haiti Honduras Mexico Nicaragua 
1. Agriculture, forestry, and fisheries 380 397 278 | 289 176 | 298 188 | 325. 
2. Health and sanitation 220 250 159 186 286 | 305 163 14 
3. Natural resources, public works ; Se | 
and transportation 46 45 252 267 34 53 
4. Education. 12 y 176 | 194 103 127 | 163 | 207 
5. Industry, handicrafts and housing y 17 40 . a 30 | 47 
6. Public administration and gov- re 
ernment services 4 $l 4l 63 87 93 | 34 41 
7. Joint economic commissions and 
surveys 37 42 42 42 27 42 | 34 42 
Total. - alles 703 779 759 859 931 | 1,132 646 909 





_————— 





MUTUAL SECURITY ACT OF 1952 59 


TCA program—Latin America—Comparison of fiscal year 1952 and fiscal year 1953 
by field of activity and country—Continued 


(Thousands of dollars] 





| | ] 

Field of activity Panama | Paraguay | Peru | Uruguay 
ethernet Rianne tatiiiinnleiielaiinideliieibiaiddtaneinng inetieidinbieaibabinn cee albenbgitahinkentandied ——__——. 
1. Agriculture, forestry and fisheries 289 386 324 447 | 853 | 936 | 221 25 
2. Health and sanitation 167 190 229 264 | 287 325 8 37 
3. Natural resources, public works, } 

and transportation 44 49 70 60 165 209 13 | 22 
4. Eduestion 260 306 243 204 384 405 | 
5. Industry,handicraft and housing 17 30 ei ‘ 29 40 y -| Ress 
6. Public administration and gov- | 
ernment services 57 72 102 136 148 157 A7 | 81 
7. Joint economic commissions and | 
surveys ; 42 42 79 42 54 56 34 | 42 
Total 876 1,075 1, 047 1, 213 1, 920 2, 128 433 536 


Venezuela Regional 
Field of activity - ee ant ci 
Fiscal year | Fiscal year | Fiscal year | Fiscal year 


1952 | 1953 1952 | 1953 
1. Agriculture, forestry, and fisheries | . 426 | 593 
2. Health and sanitation 130 151 140 194 
3. Natural resources, publie works, and transportation 27 21 27 | 276 
4. Education iy ws . 98 | 112 
5. Industry, handicrafts, and housing ; ‘ 5 | 21 
6. Public administration and Government services is 57 | 110 

7. Joint economic commissions and surveys cab : iow s 
Total. _. 74 Oe nibatabion Sedna 157 | 172 953 | 1, 306 


Minitary Support In MSA Far East Procrams 
B. TITLE III 


The only direct military support items in the country tables setting forth the 
MSA Far East fiscal year 1952 and fiscal year 1953 programs are: 

(1) Formosa.—$12,725,000 in fiscal year 1952 and $35,000,000 in fiscal year 
1953, forming part of category 9, ‘‘Maintenance of essential supply.” 

(2) Indochina.—335,000,000 in fiseal year 1953, as set forth in the Indo- 
china fiscal year 1953 table in the line designated ‘‘Direct military support 
program (common-use items).”’ 

These direct military support programs take the form of importation of so-called 
common-use items. The term refers to items that are, in general, not exclusively 
military in nature but are nevertheless imported to serve exclusively military 
purposes, i. e., to support the MDAP “hardware”’ items. (Examples: petroleum 
products; uniform and bedding materials and food for troops; materials and 
equipment for barracks, warehouses, and other military installations; military 
medical supplies.) 

While the foregoing delimits the direct military support component of the 
MSA Far East programs and indicates that the balance of these programs is eco- 
nomie in nature, it should at the same time be recognized that the military effort 
in fact gets substantial further support from several of these programs—support 
which is nonetheless valuable and necessary for being indirect in form. The 
Formosa program, in this sense, is almost wholly a military support program. 
The salable commodity imports (in category 9, and also fertilizer in category 2) 
generate counterpart a substantial fraction of which is used by MAAG in connec- 
tion with the common-use program, and all of which is considered necessary to 
prevent inflation from wrecking stability and destroying the usefulness of United 
States military assistance. The transportation and power items (category 3 
represent assistance in rehabilitating and expanding ‘‘joint-use facilities’ which, 
though certainly required by the civilian economy in any case; also serve the 
military in a vital way. The Joint Commission on Rural Reconstruction (it 
category 2) has been and remains a major instrument for maintaining the loyal 
support of the rural population and preventing Communist subversion. [In 
Indochina, as well, MSA is aiding the military effort in many ways quite aside 
from the proposed common-use program—for example, by providing relief sup- 
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plies and jobs to war refugees (mainly category 8); by reconstructing roads, bridges, 
ports, river transport facilities, irrigation facilities, ete. (mainly category 3); by 
public heaith projects that win support to the governments’ side in the struggle 
.against the Viet Minh (category 1); by strengthening the governments’ informa- 
tion services (category 7). In the Philippines and Thailand, the other two coun- 
cries in this area to which the United States is giving military as well as economic 
aid, MSA’s programs similarly, although to a much lesser extent, make an indirect 
contribution to military support. 


Senator Byrp. Senator Cain? 


EXTENT TO WHICH NATO NATIONS OPERATE OUT OF DEFICITS 


Senator Carn. Mr. Secretary, would you permit me just two 
questions. Speaking only for myself, I am trying to find a standard 
by which I can reach a judgment to support, in whole or in part, what 
is before us, and I am deeply worried about this whole program. 

The first question, sir, is to what extent are NATO nations support- 
ing current Government operations out of deficits? 

Secretary Loverr. I do not know of any country that is not in 
deficit in our sense. Perhaps we can investigate that more carefully. 

For example, France is in deficit; Britain is in deficit; Italy shows an 
approximate balance, but actually under our system is in deficit. 
‘They have a capital budget system in most of those countries as, for 
example, in Canada. 

Senator Carn. Yes. I would like to add another section to my 
question. As I understand it, our anticipated income for 1953 will 
approximate $71 billion. 

Secretary Loverr. Yes, sir. 

Senator Carn. Our anticipated expenditures will be roughly $85 
billion or an overdraft of $14 billion. 

In round figures, that means that we are expected to spend in 1953 
$6 for every $5 we take in by way of national taxes. 

My question ran to the comparability between that degree of 
sacrifice required in the United States, Mr. Secretary, and the 
degree of sacrifice in similar instances among the other nations. I 
will not press the question at the moment, having raised it for you. 

Secretary Loverr. I do not know the answer to it, sir. 

Senator Carn. If and when you have available in your Depart- 
ment any information on that question, should you care to forward 
it, I would appreciate it as background information. 

Secretary Loverr. Yes, Senator Cain, we will try to get it. I 
would not know offhand. 

Senator KNow.Lanp. If you would not mind an interruption, at 
the same time you are requesting that information, could we also get 
from the departments involved the per capita debt, public debt, of 
each of the countries named, while you are getting the other infor- 
mation. 

(The information above referred to is as follows:) 
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Total central government gross debt outstanding, latest year available } 


[United States dollars] 

















Country } Date Total and Per capita 

—— —_--—— Ss —— — -- — il es 

NATO countries: Millions 
Belgium-Luxemburg..----. 5 ; | Dec. 31,1951 4, 958 553 
Denmark ~.| Mar. 31, 1952 | 1,301 | 302 
France.... hirenwareleaas wen | Dee. 31,1941 13, 077 302 
Greece ‘ : | June 30,1951 75 23 
Iceland. aes ae , ; a | Dee. 31, 1950 21 | 145 
Italy___- ‘ : June 30,1951 | 5,165 | 110 
Netherlands | Sept. 30,1951 | 6, 470 | 634 
OT See a :. June 30,1951 1, 558 | 475 
Portugal __- ; Dec. 31, 1950 382 | 45 
Turkey do | 581 | 28 
United Kingdom Mar. 31,1951 | 71, 030 | 1, 421 
Germany (Federal Republic) 2 Mar. 31, 1950 | 4, 341 | 92 
Austria , Dec. 31, 1950 | 621 | 90 
Spain | do 2,097 | 75 
United States | Dee. 31, 1951 | 259, 419 1, 680 


1 General fund debt only; debt of Government-owned enterprises is excluded. 

2 Includes Central Government and Lander. 

Note.—Precise comparison of the levels of Government debt between the European countries and the 
United States is not possible. The conversion into dollars has been made on the basis of official foreign 
exchange rates, and the purchasing power of the dollar is appreciably higher in most European countries 
than in the United States. Adjustments to make the figures truly comparable cannot now be made. In 
addition to debt owed to the general public and the banking system, and ordinary types of debt owed to the 
central bank, the domestic debt figures for some countries include debt owed to the central bank originating 
from wartime or postwar occupation accounts, as well as central government securities held by the central 
bank to cover new bank notes issued at the time of currency reform; for Germany the latter type constitutes 
the bulk of the Government debt. 


Mr. C. TyLer Woop. I have some figures on these questions if the 
committee would like to have them now. 

Secretary Loverr. Suppose we collect it and send it in. 

Mr. Woop. I think that would be better, frankly. 


DANGERS OF PROTRACTED DEFICIT FINANCING 


Senator Carn. It seems obvious to me, against the school of eco- 
nomics to which I was exposed anyway, and I am beginning to believe 
that such an education has long since been outmoded, that if all of 
the nations with whom we do business are in the immediate year and 
subsequent years to follow, going to spend roughly $6 for every $5 
they earn, that whatever the justification for our joint effort, it is 
headed in the direction of a total collapse of the economies covered 
by the free world, and so, naturally, if there is any substance to my 
concern, I ought to be deeply worried, as should the Nation and our 
allied friends. 

My second question I approach with caution. 

Secretary Loverr. Senator Cain, may I comment on that, sir? 

Senator Carn. Yes, sir. 

Secretary Loverr. You will, perhaps, remember that there was 
set up this temporary council, so-called TCC 

Senator Carn. Yes, sir. 

Secretary Loverr (continuing). To investigate the economic posi- 
tion of these various countries and try to get them in some support- 
able balance of military expenditures. 

The bard thing for me to understand, I think, is something that is 
troubling you and, I think, the other members of the committee, 
partic ularly Senator Byrd, and that is how long can you support the 
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extraordinary expenditures in an emergency sense, like a family that 
has great sickness. 

Senator Carn. Precisely, sir. 

Secretary Lovert. How long? I honestly do not know. I am 
deeply concerned about it. I have, perhaps, an instinctive rather than 
a rational feeling that this country, in particular, can take it for a 
short period of time, but I do not think-—— 

Senator Carn. My instinct runs the other way, but I am by no 
means convinced concerning that conviction. I raise the question to 
you, as the head of the Defense Establishment, for the reason that 
vou have available to you research men and students whose time is 
devoted to such matters, and, unfortunately, my staff does not include 
such personnel, and I am not competent to undertake the basic 
inquiry myself. 

Secretary Loverr. I do not think any country can run on indefi- 
nitely paying out $6, as you say, and taking in $5. It simply will not 
work, 

Senator Carin. Then we are running rapidly toward that $300 
billion debt limit as a result of these deficits. 

Secretary Loverr. We have got to get this thing done in some way, 
and I believe there is hope in getting a cheaper form of military estab- 
lishment. I sincerely believe that, but I must, at the same time, say 
I think it is a couple of years off. [Deleted.] 

[Deleted.] Tomorrow, then tomorrow—it is always a little bit 
further off, but we have got to do it. We have got to find some 
simpler, cheaper form of military defense, in my opinion, and that is 
the area in which we have been devoting most of our efforts and a 
large part of our expenditures. 

Senator Cain. Though I might, Mr. Secretary, differ completely 
with any single conc Jusion which you put before us, 1 deeply respect 
your opinions, and | like to pose such a difficult question to you 
because I know that you will provide us with what information 

comes to your attention. 


WASTE IN AIR-BASES-CONSTRUCTION PROGRAM 


The second question is a troublesome one, and it came to my mind 
as a result of a question advanced a few minutes ago by the Senator 
from Virginia, Mr. Byrd. 

Senator Johnson’s Preparedness Subcommittee has recently been 
examining into the constiuction of air bases in Morocco. Iam not a 
member of his subcommittee, but sit on it ex officio, and have gone 
into this matter as thoroughly as time permitted. 

All the facts are not in. But as of the moment—and this is my own 
conelusion—I have never in my life seen a problem that was so fore- 
doomed to waste and partly to failure from the very beginning, aod my 
feeling about it is this: that the Air Force instructed the Ar my engi- 
neers to proceed with all possible urgency to establish those air bases 
as a result of which the Army engineers secured the services ot five 
companies who are presumably among the best qualified contractors 
in the Nation to do this work, and the directive on which the Atlas 
Constructors worked was simply, “Buy anything you want, anywhere 
you can get it at any price which is required, and get cracking, and 
at the end of 6 months have those bases, five bases.” 
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Now, the Atlas Constructors were given neither plans nor specifica- 
tions. They embarked upon this monumental program, and they 
shipped one boatload after another of American matériel to the ports 
abroad, only to find that no proper policy arrangement had been worked 
out with the French Government which would. permit the employment 
of such American personnel to guard, maintain, distribute, and manage 
this equipment. 

I have not any idea how much money has been wasted, but my 
obvious conviction is that because of lack of coordination in using 
only the name ‘‘speed and urgency” in defense, that just vast num- 
bers of dollars were automatically destroyed, thrown away, never 
to be employable again, which only causes me to think, sir, that when 
programs grow beyond a particular size that we can just defeat our 
own purpose, and it is impossible to spend money advantageously 
and efficiently, and that shocked me. 

I am waiting for all the facts to come in, and this is an executive 
session, sO we are saying nothing publicly about it. But up to the 
moment, sir, it looks to me like, without prejudice to anybody, the 
most outrageous thing I ever heard of in my life, because the impossible 
was actually undertaken; and to have a French Government, which 
I respect, to have made no preliminary estimates, no reconnaissance, 
to send a group of eight Americans under the Atlas Constructors to 
vo and assess the possibility of five air bases only to have me ask 
the question yesterday, ‘‘As a result of that reconnaissance, how many 
of the five sites have been employed,” and the answer was, “None.” 

Nobody, Mr. Secretary, knew anything about what they were 
undertaking, except they wanted five air bases in 6 months, and along 
with Farragut “damn the price and explode the torpedoes.” 

We are concerned about that. 

Secretary Loverr. Senator Cain, my concern is a very deep one 
about it. I was shocked and outraged. I also am waiting for the 
outcome of the investigation by Senator Johnson’s Committee. 

In the particular case that you speak of such inquiries as I have 
been able to make develop a fact, which I ask Senator Johnson if it 
has come out yet, and that is the state of virtual hysteria, Senator 
Johnson, which existed at that time in getting everything done at once. 

Senator Cain. There was a large’ degree of that present, Mr. 
Secretary, no doubt about it. 

Secretary Lovertr. Yes, sir. 


HIGH COST OF SPEED IN THE MILITARY ESTABLISHMENT 


By the time I came down here in October of 1950, it was quite 
apparent in the Military Establishment and elsewhere that some 
people were talking about full mobilization, 250 air groups, I think, 
and there was a drive to get the thing done quickly. At some point 
speed is the most expensive thing there is in the Military Establish- 
ment. It has run us into the ground on several of our items. ‘Just 
go out and get it; never mind what you can do through competitive 
bidding or anything else. Get the thing done.” That is true in 
certain weapons, too. 

Senator Carn. May I interrupt for a minute only to express my 
own view, that if those things bought in a hurry can be translated 
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into an end product, there are circumstances which, in my view, 
justify —— 

Secretary Loverr. That is quite true. 

Senator Carn (continuing). Such treatment. But when speed itself 
is obviously not going to accomplish its purpose, then no good result 
is going to come from that expenditure of money. 

Secretary Loverr. Excessive speed is the most wasteful thing 
there is. 

Senator Cain. What I have learned in that experience is this, and 
then I drop it certainly for the time being, that however, hysterical 
we may become in the future in this country, and however willing we 
are to spend any amount of money for anything we need, we must 
not do anything until that friendly nation with whom we are doing 
business agrees that they will accommodate our geographical needs 
and our clearance needs before any Americans shove off from these 
shores. 

Secretary Loverr. I agree with that. 

Senator Carn. And | have not evidenced any antagonism toward 
France, because we may be faced with similar situations in the 
future concerning Spain, Portugal, Turkey, Greece, any of our 
Western European friends. 


STATUS OF FORCES AGREEMENT 


Senator KNowLanpb. Mr. Chairman, before Secretary Acheson gets 
away, because I am not sure which Department should supply it, I 
would like to ask the present status of the status of forces agreeme ial 
whatever it is called, with the several nations dealing with our troops 
in those countries. Is that agreement going to be presented to the 
Congress for consideration? Is it purely an executive agreement, 
and could we have supplied to this committee, Mr. Chairman, | 
would like to ask, a copy of the agreement as it is in its present form? 

Secretary AcnEson. Yes. I can answer that now. The status of 
forces agreement is an agreement which, in the first instance, was 
drafted and worked out by the deputies in the North Atlantic Council. 
They have now transmitted it to the governments, the 14 governments 
involved, and it is under study by those governments. It will take 
the form of a treaty which will be submitted to the Senete for its 
advice as to ratification, 

Senator KNowLaANb. Has that not now been signed by you? 

Secretary Acnreson. Not that 1 know of. 

Senator KNowLANb. | understood it had been—well, I do not know 
whether it was by you or your deputy or someone else. My under- 
standing is that it has been signed by the representatives of the United 
States. 

Secretary Acueson. It well may have been, but it is now under 
study by this Government and by others. It takes its effect only by 
action of the Senate, and when we have had a chance to go over it in 
the executive branch we will submit it to the Senate. When, I do 
not know. 

Senator KNow.anp. Well, Mr. Chairman, I would like a copy of 
the agreement made available to the committee prior to action on 
this legislation. 
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(The status of forces agreement was signed in London on June 19, 
1951, by the deputy representatives of the NATO countries in the 
North Atlantic Council. Mr. Spofford signed as deputy United States 
representative.) 

Senator Byrp. Can you submit that? 

Secretary AcuEson. Yes. 

Senator SALTONSTALL. Are you through, Senator Knowland? 

Senator KNOWLAND. Yes. 


HARMFUL RESULTS OF ANY FURTHER CUT 


Senator SALTonsTALL. Can I ask one question which I think you 
can answer in about three words, and it will be very helpful to me any- 
way in thinking of this problem: From the State Department’s point 
of view, which do you prefer, the House bill cutting $1 billion off the 
defense appropriations in Europe, as I read the newspapers, or the 
Senate bill, which was a 10-percent cut across the board, the Senate bill 
affecting the ECA, the point 4 programs, the Middle East programs, 
and so on? Of those two bills, with your present knowledge, which 
does the State Department prefer? 

Secretary AcuEson. Well, Senator, I cannot answer that now be- 
cause I have never read the House changes. I do not know what 
they have done to it at all. I should like to have an opportunity to 
say, with a great deal of conviction, to the committee, that I think 
any reduction in the amount asked for will have very harmful results 
to the security of the United States and on the problems with which 
| have to deal, and I would hope that the Congress would not cut the 
bill. 

I will study the matter, and if you want me to say which of the two 
I think is all right, I will do that tomorrow. 

Senator SALTONSTALL. I think it is very important, because both 
branches now, both committees, have recommended a billion-dollar 
cut. Now, with the present temper of Congress, as we see it, through 
its actions, that presumably will be at least a maximum amount of $6.9 
billion, and the two bills have quite drastic differences, and it seems to 
me very important to this committee to judge whether the Senate 
Foreign Relations took the right approach or whether the House 
Foreign Relations took the right approach, because it goes directly to 
the problem of mutual security defense money. 


NO COMBINATION OF POWER WITHOUT UNITED STATES ADEQUATE TO 
MEET THE SOVIET THREAT 


Secretary AcHEson. Well, I shall do it, but I shall also hope that 
the committee would be willing to listen to me with an open mind on 
the question of what is involved here: Is it a wise thing from the point 
of view of the security of the United States to cut this billion dollars? 

I am profoundly convinced that it is not, and I should hope that the 
committee would give me 10 or 15 minutes to let me point out what we 
are trying to do,and how vital it is to our own security, because what is 
involved here is the most complicated series of actions which are 
building up a combination of power to protect ourselves against one 
of the greatest combinations of power which was ever put together in 
the world, which is the whole Soviet complex, and I should like to 
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point out that only by another combination of power can that be held 
at all; that no combination of power is adequate to meet that Soviet 
threat if the United States is not in it. There just is not enough left 
in the world. 

The United States alone is not sufficient to meet that threat and 
maintain itself as a free area. 

Now, what bearing upon all of that effort does this cut involve? 
What the cut involves is a stretching out, a delay m the period of 
time when you can get enough strength to feel that you can even take 
a deep breath, because that does not exist at the present time in 
Europe, that is, enough strength to really deter an attack. That can 
be done without too long delay if the implements are there to do it. 

Senator Carn. Do you mind an interruption, sir? 

Secretary AcuEson. I beg your pardon? 

Senator Carn. Do you mind an wterruption, just this one? All of 
the competent military testimony that we have received before this 
committee for quite some time is that war is not likely, that war is 
not foreseeable. 

Against that sort of advice, sir, would you spend some more time 
on why this program should not be stretched out? 

Secretary Acunson. I should be delighted to, Senator Cain; that 
is what I am asking for an opportunity to do. 

Senator Byrp. 1 assume you want to leave at 12:20. I am very 
sorry, Mr. Secretary, that you have not had an opportunity to be 
heard this morning. 

Secretary AcnEson. I shall come back tomorrow. 

Senator Byrp. What is the pleasure of the committee with respect 
to the future testimony of Secretary Acheson? 

Senator KNow1anp. I certainly think we want to hear the Secre- 
tary. It is a field in which he has obviously a great interest and a 
great concern. He is the head of the State Department, and he 
certainly must be given and should be given adequate time to make 
as full a statement as he cares to make, and then to discuss with the 
committee some legitimate questions which we have in mind. He 
could either start today and go as long as he has time for and then 
come back tomorrow. I do not want to see him cut off. 

Secretary AcuEson. I think I should go right now, but I will come 
back tomorrow morning. 

Senator Jounson. Mr. Chairman, we have a pay conference this 
afternoon, and I would hope that we would not have a committee 
meeting this afternoon, but we could schedule a meeting tomorrow. 
We had Secretary Lovett for most of the morning, and we could 
schedule Secretary Acheson, and if we could be here promptly at 10 
o'clock, and he could make a prepared statement, then the committee 
members would have the rest of the morning to question him. 

Senator Byrp. Have you concluded with Secretary Lovett? Do 
you have any other questions? If not, the committee will adjourn 
until 10 o’clock tomorrow morning to listen to Sec retary Acheson. 


OUR GROWING STRENGTH WILL MAKE WAR UNPROFITABLE 


Senator Lone. Might I ask one last question of Secreiary Lovett 
before he leaves? I see Secretary Acheson has an appointment at 


the White House. 
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There is one question that concerns me, and that is in spite of all 
the spending we do in Europe, if the Soviets should move in the 
near future, let us say, during the next 2, 3, or 4 years, all of this 
might be taken, all of these arms and equipment, everything we 
build there might be taken. 

On the other hand, a similar expenditure concentrated on the Air 
Force would give us a weapon we-could still be using effectively 
against our enemies. 

Do you care to comment on that at all, as between those two 
possibilities? 

Secretary Loverr. Well, Senator Long, the European defense force 
for the next couple of years will, of course, not be in position to nxateh 
man for man the strength of the Soviets. 

On the other hand, by the end of this calendar year, and certainly 
by the end of 1953 it should be a very powerful force which would 
not be easily overrun. 

It is a matter of military judgment. My own feeling about it is 
that the easiest way to measure it is that today, tomorrow, next 
month, it would be possible for the Soviets to launch a surprise attack 
without the usual build-up of reserves, and so forth, which normally 
signal that. 

By the end of this year the plans, if perfected, should make that 
impossible; in other words, the walk-through should not be possible. 

We will take a certain risk of loss of equipment if that occurs, but 
that is the way war is. I mean it is the machinery which is itself 
expendable. I think our best chance lies in preventing the war 
through putting in enough strength and enough mobile strength to 
make it unprofitable as an enterprise. 

(Whereupon, at 12:20 p. m., the committee adjourned, to recon- 
vene at 10 a. m., Friday, May 9, 1952.) 
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FRIDAY, MAY 9, 1952 


Unirep STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:05 a. m., in 
room 212, Senate Office Building, Senator Harry Flood Byrd presiding. 

Present: Senators Byrd (presiding), Johnson (Texas), Steanis, 
Saltonstall, Knowland, and Cain. 

Also present: Verne D. Mudge and Mark Galusha, of the committee 
staff. 

Senator Byrp. The meeting will come to order, 

Senator Long will be a little late; Senator Saltonstall and Senator 
Cain will be here later. 

Now, Mr. Secretary, Senator Russell has asked me to ask you this 
question. Before you begin your prepared statement, there is a ques- 
tion which I would like to submit to you: I do not care whether you 
answer it on the record or off the record, but I would like to have your 
considered opinion, and I shall ask this question of all the responsible 
witnesses, “In your opinion, Mr. Secretary, is the United States arming 
at sufficient speed and urgency, in view of the current world conditions? 
Do you consider our programs adequate to the defense of the United 
States?” You can answer it now or make a statement now. 


STATEMENT OF HON. DEAN ACHESON, SECRETARY OF STATE— 
Resumed 


Secretary AcnEson. Mr. Chairman, may I work my answer into a 
few preliminary remarks that I would like to make? 


EXTENT OF THREAT FACING THE FREE WORLD 


I started to say something of this sort yesterday, and we did not 
have time to get through with it. 

I think, in considering this foreign assistance, Mutual Security 
Program, and also in considering what we are doing within our country 
to build up our forces, we have to start with the fundamental situa- 
tion we face, and the fundamental ptrpose that we are trying to 
pursue. That is that we are faced with a very great combination of 
power, a combination of power which starts at the Elbe, and includes 
the eastern satellites, the Soviet Union, goes across the Eurasian land 
mass, includes China and Manchuria. That is a very formidable 
coalition of powers. 

It is a group of powers which has the possibility of acting in many 
situations, not only through the central directing power, which is the 
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Soviet Union, but through its allies and satellites, which makes it 
even more difficult to deal with. 

Now, on our side, I think it is clear that that combination of power 
can be held in check and prevented from carrying out a domination of 
the entire world only by another combination of power. 


COALITION OF UNITED STATES AND OTHER FREE NATIONS NECESSARY 
TO CHECK PHE THREAT 


I think it is clear that there is no such combination possible in the 
world unless the United States is a party to it. All the rest of the 
power outside the United States is not adequate to hold the Soviet 
coalition in check. 

The United States alone is not adequate to preserve the whole area 
of the free world which is necessary for the maintenance of strength. 
T am not talking about what would happen in a war in which the only 
participants were the Soviet Union and the United States. I am not 
talking about that. 

What I am talking about is in preventing a war, in holding in check 
the expansion of this great combination that faces us. We cannot do 
it alone unless we have the cooperation and assistance of the other 
nations which occupy the area of the free world which it is necessary 
to keep free. 

That means that we are creating a coalition, a combination that is 
different from the sort of thing which the Soviet Union does. We are 
not attempting to reduce to satellite status or to dominate or to dictate 
to other peoples. We must work with them, and that means that we 
must develop policies and programs which comprehend their interests. 

We cannot seek our own narrow immediate national interests, be- 
cause that is not broad enough to bring along with us those whose co- 
operation is necessary and, therefore, we must seek policies and pro- 
grams which are broader than our own interest, and include the in- 
terest of those whom we want to associate with us. 


A PROGRAM INTENDED TO PREVENT WAR 


The second great and important thing that we are trying to do is to 
prevent war. Weare not operating on the basis that war is inevitable, 
and that on or about a certain day or an undefined date we are going 
into a war and, therefore, everything that we do must be premised 
upon that with the idea of winning that. That is not the conception 
with which we are dealing. 

We are dealing with a program which is intended to prevent war 
from happening, and we believe that war will not happen if we can 
create in these areas of political tension sufficient strength so that there 
cannot be an easy or quick Communist victory, so that if the Com- 
munists start aggression in those areas of the world, with the knowledge 
that it may spread into world war III, they will know that they will 
have sufficient difficulty at the outset so that they will still be engaged 
in trouble at the point that they attack when the full force of retalia- 
tion falls upon them. We believe from the politico-military point of 
view that this is the best way of preserving the security of the country. 
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THE INTERNATIONAL CLIMATE DEPENDS ON WHAT WE DO 


Yesterday Senator Cain, when I was talking in this way, said, 
“But, ah, the best opinion that we have is that war is not likely to 
come and, therefore, why do you have to take all these steps?” 

I think it is awfully important to understand that the climate, the 
international climate, which makes either for war or for peace is not 
like the physical climate. It is not something which comes blowing 
in from the west and blows out across the Atlantic without any action 
by any human being. 

The international climate which may produce war or may produce 
peace comes from what we and other free nations do, and it is what we 
do and the effect of that upon the Communist combination which, in 
my judgment, determines whether we are going to maintain peace 
or whether we are going to have war. 

For instance, I believe as firmly as I believe anything, that it was 
the action of the United States and its associates in the United Nations 
in Korea which has prevented the drift towards world war III, and 
I believe that whether or not we can see at this moment the ultimate 
settlement in Korea, we are now in a contest of will in Korea, which 
is to determine who is going to stick it out. Are the Communists 
going to do it or are we going to do it? If we say we do not know how 
this is coming out, so let us chuck the whole thing, then we bring 
world war IIT indefinitely closer because in a contest of will we will 
have lost, and the Soviet Union will know that we will lose in other 
contests of will of that sort. Finally we get into a position where our 
developing strength is checked, and there is not any check to them 
in their expansion. 

Just as I think war is not inevitable, I think peace is not inevitable. 
It comes by effort; it comes by what we are doing and not by some 
mysterious decisions which are made in the Kremlin, regardless of 
what action the rest of the free world takes. 


THE GENESIS OF THE PROGRAM IN NATO 


Now, it is with those ideas in mind that the foreign policy of this 
country has been working for a long period of time on developing 
coalitions and groups of strength im various parts of the world, and 
this bill deals with almost all of them. 

The first one which occurs in title I of the bill is the North Atlantic 
Treaty Organization in Europe. That started out in 1949, when 
General Marshall was Secretary, and it became clear that the economic 
recovery of Europe, which was going on with tremendous speed, 
could not be fully successful on account of the fear, the uncertainty in 
which all Europe lived, and that their military weakness was such as 
to allow them to be taken over at any time. 

People got to the point where they were saying, ‘‘What is the use of 
trying to create new factories, new production, new financial schemes 
here when at any moment by a threat of force some Communist 
Party can take over with the backing of the Soviet Union?”’ 

So, the North Atlantic Treaty was conceived and was worked out 
in the early part of 1949. Then, as we began to meet and talk about 
how we were going to carry out these mutual guaranties, it became 
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perfectly clear that in a way these guaranties were inadequate because 
none of us had the power to back them up, and we got to work on that 
question. 


AN INTEGRATED FORCE UNDER ONE COMMAND 


In a meeting in 1950, General Bradley came forward with the idea 
of balanced collective forces instead of balanced national forces, You 
understand, that a group of NATO couatries began to work on what 
each country coud do to develop its armed forces, so that it would be 
complementary to others instead of being complete in itself. 

We worked ahead at that for some time, and finally we came to the 
conclusion that even that idea was not going to be adequate, and what 
you had to have at the center of all of this was an integrated force 
under one command, and that was worked out in 1950, and it was a 
great step, and General Eisenhower went over and took command of it. 


PARTICIPATION OF GERMANY IN ITS OWN DEFENSE 


The more we worked at the development of that army, the clearer 
it became that the defense of Europe involved the defense of Germany, 
and since it involved the defense of Germany, it raised the question of 
the participation of the Cermans in their own defense. 

It. was unreasonable to think of the defending of a country in which 
the population was not taking any part. If they did not, if they did 
not work wholeheartedly on the side of the defenders, they produced 
a vast area of weakness and danger for the troops that were going to 
operate therein, so we got to work on that problem. 

In September 1950, with the approval of the President and the 
Secretary of Defense and the Joint Chiefs of Staff, we put forward a 
proposal in New York by which Germany could join in this effort, 
with safeguards which we thought would prevent the reestablishment 
of German militarism. 

THE EUROPEAN ARMY 


The French then put forward a better idea, which is called, for 
short, the European army. That was to create, for all practical 
purposes, a unification of the armies of six countries. They originally 
wished the British to come in and be seven. The British, for reasons 
which, if you want to go into them later, I shall, thought they could 
not do that, although they will associate very closely with it. 

The purpose of this is to make one force out of the forces of all of 
these six countries, which are going to be devoted to the defense of 
Europe, just to integrate them into one force and, at the same time, 
establish political institutions for the control of that force, financial 
institutions for the financing of it, and supply functions for the supply 
of it. 

At first, it seemed to many people that this was a rather visionary 
idea. In the middle of last year we all came to the conclusion that 
this was the answer. It was the only way in which you were going to 
reconcile the rivalries between Germany and its neighbors, to the w ‘est, 
and bring about a really wholehearted cooperation. 

The German people just did not want another general staff, an 
army, they were fed up with these military adventures in which they 
were involved since 1865, and they did not want to do it again. 
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A UNITED STATES OF EUROPE 


Also, nationalism in Europe had become badly shopworn. The 
occupation of the countries, the defeat of their armies, required some 
new kind of a unit about which the loyalties, particularly of the young, 
could center, and this they found in the idea of an integrated Europe, 
something that could develop into a United States of E urope. 

Here was something big, something that resembled the kind of 
thing we had here. It ‘stimulated their imagination and loyalties, and 
they got to work on that, and have worked on it, until the present 
time. We have participated as observers. 

At first, the military aspects of this produced a great deal of trouble, 
and there were different views between the French and the Germans 
and others. 


DIFFERING MILITARY VIEWPOINTS RESOLVED BY SHAPE 


The French views the people thought were unworkable. That was 
very happily resolved by having SHAPE go in and become the 
military adviser for the whole group; and when SHAPE gave advice 
it was accepted readily. It was not French advice, it was not German 
advice. It was the advice of a disinterested command structure that 
was trying to do the right thing, and General Eisenhower gave « great 
deal of personal attention to it; and then they got Gene ral Michaelis 
over there to be the one immediately concerned with it, an officer of 
great gallantry and reputation, and people knew when he said some- 
thing that was sensible it was sensible from the military point of view \ 
so the military part of it developed quite easily and quite quickly. 


FINANCIAL AND POLITICAL CONTROL POSE GREATEST PROBLEMS 


The more difficult parts were those that had to do with the financial 
and political control. Those have now been worked out—an extra- 
ordinary accomplishment. 

Here are nations which, from the time of Charlemagne, have been 
at war with one another, off and on, a thousand years of conflict 
between these countries, and here in the space of a year they worked 
out this arrangement. 

The arrangement, I believe, will be initialed today in Paris, and 
an announcement put out that the negotiating group, which is called 
the European Defense Conference, has completed its work, and it 
turns this paper over to the ministers for their consideration next 
week. There are a few questions on which there are alternate an- 
swers, and the ministers must choose between such alternate answers. 


GERMANY’S PLACE IN THE EUROPEAN DEFENSE COMMUNITY 


At the same time that this treaty has been going forward, we have 
been working, the French, British, and ourselves, with the Germans, 
and we have drawn up an agreement with Germany which involves 
the return to Germany of all the sovereignty which can be returned 
in view of the fact that Germany is split, and is faced with the danger 
far beyond its power to cope with from the east. At the same time, 
Germany would participate in the defense of the West with men, 
with production, and with financial contributions. 











74 MUTUAL SECURITY ACT OF 1952 


We hope that that agreement will be worked out next week. 

I spoke briefly yesterday of one of the remaining difficult points 
which is, for the first period, whether it is a year or Tess than a year, 
up to June 30, 1953, how the German contribution to defend shall be 
divided between the support of the allied troops who are now stationed 
in Germany, and the creation of new German units to work with 
them. That; we believe, can be worked out, and will be worked out, 
and when this happens we will then have another agreement which 
will, by extending guaranties similar to those of the North Atlantic 
Treaty between the European defense group and the NATO group, 
cover Germany. 

Those two agreements, which are dependent on one another, we 
hope will be signed before the end of May. We hope they can be laid 
or at least the ones to which we are parties can be laid before our 
Senate for its consideration and consent to ratification. 

We are not members of the European Defense Community, but we 
do have a deep interest in them, because anything that happens to 
them to make them fall apart would weaken the whole structure of 
which we also are a part in Europe. 

So here we are moving in Europe to create something which is of 
ereat importance from a military point of view, but is of even more 
vast importance for the political future. The European defense force 
treaty itself requires within 6 months that the Assembly of that 
treaty shall call together the participating nations for the purpose 
of trying to write a constitution for the United States of Europe, 
Here is a vast step forward into creating an area which will be strong 
and self-reliant, and vigorous and able. 


FRANCE’S ROLE IN EUROPE AND FAR EAST REQUIRES OUR SUPPORT 


This brings me directly to the bill because one of the great problems 
that we face in the defense of Europe is the fact that France, which is 
recovering from war and occupation, is engaged on two sides of the 
world. It is trying to build up a very substantial and sizable force 
in Europe and, at the same time, it is fighting a most exhausting war 
in Indochina. This is very difficult for the French. They have to 
nei ma they have to have a lot of help, and it does not do any good 
to say, ‘‘Well, they ought to do more.” They just cannot do more. 

The French economic structure, with one-third the population and 
less than one-tenth the total production that we have, conducting 
these two operations on different sides of the world, just cannot 
maintain it, and if there should be a weakening, either from the 
economic point of view or financial point of view, of France, or from 
the point of view of making these efforts, we would have serious 
collapse in Europe, and Indochina and all the rest of Southeast Asia 
would be in danger of being overrun by the Communists. 

Therefore, this bill has two very important functions: It has three, 
but in regard to dealing with two places where there are grave troubles 
at the present time, which are Europe and the Far East, you must 
remember that France is in both, so that when we say, ‘‘W ell, title [1] 
deals with the Far East and, therefore, if we are interested in the Far 
East we are only interested in title III,” that is not true. 

Title I deals quite as much with the Far East as title III does, 
because insofar as you weaken France or do not support France, 
France is weak in the Far East. 
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DEFENSE-SUPPORT FUNDS 


I am not at all, from a technical point of view, able to tell you 
whv every single dollar in title I is essential, on the military side. 
[ can tell you that this is true in the defense-support fund. The 
Joint Chiefs of Staff can speak of that from the military point of view. 

But in the testimony which was given by General Bradley. and 
Mr. Lovett before the Foreign Relations Committee, they make it 
clear that the end items—it was $4.1 billions of end items in title I— 
some of which will be produced in this country, some of which will 
be produced by offshore purchases abroad—are designed to equip 
the minimum forces which are already in existence or being brought 
into existence, and if we do not have that equipment we do not equip 
those troops. 

Now, our allies are raising the troops, the troops have been provided 
for with the greatest possible struggle on all sides, and to have them 
come into formation and not have equipment after their training 
period stretches out the period of weakness into an unpermissible 
and unnecessary military risk. 

So far as the defense-support funds are concerne ad, they are essential 
to keep the economy of France going, and the other countries going, 
while it is carrying on this military effort. 

Now, these defense-s ipport funds are wholly different from the 
funds provided for in the Marshall plan. They are not for developing 
the country, they are not for reconstruction of the country. 

They are for two purposes. One of the purposes is to get machinery 
or raw materials to which they then add their labor, their factories 
and their overhead, and produce munitions with them. That is one 
of the uses of the defense-support funds 

The other is to meet their absolute ly essential! purchases Lo keep 
the community fed, clothed, and housed while they are working. 
Those are the two things which are necessary. They have no other 
purpose whatever. 

That, I think, gives you a very quick picture of our efforts on the 
European side. Europe is the heart and center with us of the defense 
of the free world. That is where the great industrial establishment is, 
that is where the skilled people are, that is where the people live who 
have the traditions that we have, and who have the military traditions 
also. 

If anything happens to Europe it immediately translates itself into 
weakness in the Middle East, the Far East, and everywhere else. 
This is the bastion. 

Now, we have two other places, both of which are dealt with in this 
bill, and both of which are of tremendous importance. One is the 
Middle East and the other is the Far East. 


SCHISMS IN THE MIDDLE EAST 


The Middle East is an area where the development of strength 
is at a very early stage. That is true because of the deep divisions 
which exist in the Middle East, and the recent history of conflict and 
division appears there. 

It is true also because they have memories of domination by Euro- 
pean powers which they resent and, of course, they have the bitter 
memories of the conflict between Israel and the Arabs. 
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Therefore, we have to search about for some way of working with 
these people so that they can more effectively do what they, and we 
both, want to do, and that is to defend that area against any sort of 
penetration, subversive or other, from the outside. 


FORMS OF HELP TO THE AREA 


We are trying to do that in a great many ways. One of the ways is 
to put out some of the fires whic h are burning all over the area, but in 
a constructive way, and we have two main ideas. One is in the mili- 
tary field—in the military-politico field; the other is in the politico- 

economic field. How can these people create some kind of cohesion 
sal military strength which will be useful in protecting themselves 
against aggression? 

In the first place, you have to help them to work together and stop 
being suspicious and doubting. For that purpose we made a proposal 
with the British, the French, and the Turks that there should be set up 
a Middle East Command. 


THE MIDDLE EAST COMMAND 


The real purpose of this Middle East Command is to set up an 
organization which can plan for the defense of the Middle East as a 
whole. The command then can work with each country, indicating 
its part is in the defense of the whole, advising it as to how it can con- 
tribute, what form its efforts should take, and channeling any military 
aid which goes to those countries in the right direction. 

In other words, in the Middle East we are ata stage really preceding 
the North Atlantic Treaty in Europe. We must, first of all, get these 
people to work together; we must get them, first of all, to see a picture 
of what the defer nse of the Middle East would look like if it were 
worked out by the proper military authorities, and then get them 
working in an atmosphere of trust. 

We do not ask them to turn their forces over to the direction of that 
command. We say, “In time of war you probably will want to do 
that, but that is vour discretion; you reserve your right to do that. 
What we want vou to see is that here is a structure which looks at this 
area asa whole. You can work with it; it will help you, you can help 
it,” and in that way, perhaps, these countries will not feel that every 
bit of strength added to one is a threat to the other, and they will not 
believe that any possible armament of any of them will bring up 
again this Israeli-Arab conflict. That is one way in which we are 
trying to strengthen the Middle East. 

Another important way to help is to heal the most terrible sore 
which exists in that area—the pressure of the 850,000 Arab refugees 
from Palestine. Many of them live in tents and most of them, since 
the end of the conflict, have been idle, bitter, and disillusioned. At 
the present time they do not see how to build a future. This group 
of people represents a terrible danger to the Middle East. This is the 
kind of a group in which anything can start. 
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COOPERATION WITH U. N. 


What we are trying to do is to work with the U. N. and with these 
countries, saying, “You can do two things—if you all get together 
with the U. N. and with us, you can do two things at the same time: 
One is to develop your own countries, and the other is to settle these 
people in your own countries.” 

We try to say to them, ‘You think people are liabilities. People 
are assets. People are the greatest assets there are, but pe ople have 
to be put on some piece of |: ind. T hev cannot live like birds in the air. 
They have got to be on the ground. This country of vours is now in a 
condition where it cannot receive people on the ground because it 
needs irrigation; a ares part of it is desert and waste; but cooperate 
with us an you can have water development, which will make this land 

capable of sustaining people; you can remove these thousands of 
refugees from their tents and their misery where they constitute a 
threat to all of you, put them on this land which is developed, put some 
of your own people on the land which is developing, too, and then you 
will have a strong economic life which can support whatever military 
effort you can make.”’ 

This is forward looking, this is hopeful, and that is what we are 
trying to do. 

There are pitifully few funds in this bill for either one of those pur- 
poses, very little for the refugees, none for some of these projects that 
I am talking about. They will have to be financed by the Interna- 
tional Bank or some other way. 

There are TCA funds for the purpose of teaching people what to 
do when you get on the land. They have never lived in this way. 
Many of these have been nomadic peoples. Now you want to teach 
them how you deal with some sandy land which can be turned into 
very rich agricultural land with water. That is what a lot of this is for. 

Now, that is what we are trying to do in the Middle East. 


IN THE FAR EAST-—-THE PROBLEM OF INDOCHINA 


Then you come to the Far East. Well, vou know the situation in 
Korea, which is not dealt with in this bill, but which is dealt with in 
the military appropriations. 

The situation on Formosa, you know that is dealt with in this bill. 
The problem which is now the most perplexing and worrying of all is 
the problem of Indochina. One cannot say there is any simple solu- 
tion to the problem in Indochina, but one can say there are avenues 
toward which you get closer to a solution. One of these was the 
decision by General De Lattre that they would create an Indochinese 
Army, that is, they have Indochinese troops in the French Union 
forces now, but they would create a very sizable army, which would be 
officered and led by the Indochinese themselves, and that is under 
way and it is going forward. 

We have supplie: 1, under predecessors to this bill, the equipment for 
part of that army —it is a sizable group of people. 

One of the great problems that the French have is that they have to 
fight and train at the same time with their limited officer and non- 
com personnel in the officers, but they are doing their best and, perhaps, 
ways can be worked out to do this more quickly. 
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The creation of force, which we hope can be pressed forward just as 
vigorously as possible, has at least two great hopeful aspects in it. 
One of them is it will convince the Indochinese that they have responsi- 
bility for their own Government. If it has its own army, then it begins 
to really take hold of its re sponsibilities and go forward. That has a 
great effect on the fence-sitters in Indochina. 

Also if we can get it to the point where it is well enough trained, 
well enough equipped, and has had enough experience so that it can 
begin to release French forces, then those forces are of the greatest 
possible importance, as General Bradley can tell you better than I can, 
in the training of the new divisions which are being raised in France 
and in Europe, because these are the battle- trained professional 
soldiers of the French Army. 

Now, this takes money. There is not, in my judgment, enough 
money in this bill to do all that we ought to be doing in Indochina. 
There is, perhaps, all that we can use effectively during the time of 
the bill. I do not know. I would be happier if there were more, but 
there is not more, and this is what we asked for, and that will have to 
do it. 

Senator Jounson. You are speaking now of the reduced bill? 

Secretary AcnEson. I was speaking of the original bill, the original 
bill as it went up. 


THE EFFECT OF CUTTING THE BILL 


Senator Saltonstall asked me yesterday if I had to choose, which 
cut would I take, and I said that I hoped that the committee would 
listen to me, to plead with you not to cut the amount at all. 

| think the cut that the Senate and the House have made are really 
affecting the security of the United States. 

Senator Byrp. You mean the Senate committee. 

Secretary AcHrEson. The Senate committee, the Senate Foreign Re- 
lations Committee, and the House Foreign Affairs Committee. I 
think this cut or those cuts will affect, and adversely affect, the 
security of the United States. I do not think the bill should be cut. 

If, as Senator Saltonstall asked me, and if he presses me as to which 
one hurts the least, I would say that if I had to be bound by the two 
bills, I would take those features that I least disliked out of each bill, 
and put them together, and if you did that, you take the Senate bill 
on title I, and the House bill on titles IT and III. 

But the thing that I wish to stress here is what I said in the testi- 
mony I gave before the Senate Committee on Foreign Relations, that 
those who took part in the preparation of the $7.9 billion bill believed 
it had already been cut to the point where we incurred all the risk 
that we cared to recommend to the country, and I do not wish to 
have any responsibility of any sort whatever for increasing the area 
of risk which, I believe, is done when you go below the $7.9 billion. 

But if it is thought by members of the legislative branch that there 
are financial considerations which you believe are imperiling the 
country, which are more than I think imperiling it and, therefore, if 
you say to me, “You must tell us which of those two bills you would 
least dislike,” I would say that I would least dislike the Senate one 
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for the reason that it is spread over more, and it does not have a lot 
of other provisions. 

However, in doing that, I am departing from a narrow jurisdictional 
attitude, because the House bill does not cut TCA at all. That hap- 
pens to be my responsibility, but that fact is not of any importance 
at all. The TCA part of it is important, but not as critically urgent 
as the other parts which are cut and, therefore, I would urge “the 
committee not to assume that you have to cut this bill. 

A billion dollars invested here is of tremendous importance to the 
security of the country because this whole effort that we are trving 
to make of puliing together a coalition of power to meet another coali- 
tion of power is affected by this. And if savings have to be made, 
why make them in the area of defense? ‘There are other parts of the 
expenditures of the Government which would seem to me to be areas 
rather than the area of defense where one would look for cuts. 

I cannot think of any part of our expenditures which are more vital 
and more worth while than what is spent on defending our country 
through its own forces and through the allies which we are trving to 
create at this time, than the defense field 

Therefore, coming to the chairman’s question of are we doing this 
as fast—TI have forgotten whether he asked whether we are doing it 
fast enough or whe ther it is adequate. 

Senator By RD. Senator Russell as! ed, aT In your opinion, Mr. Secre- 
tary, is the United States arming with sufficient speed and urgency in 
view of the current world conditions, and do you consider our programs 
ace quate to the defense of the United States?’ 

Secretary Acurson. Well, Mr. Lovett vesterday dealt with that in 
eles Ways, which, | thought, were pretty sensible. He said that on 

1e adequacy, ves, he thought it was adequate, and his judgment ther 
is far be ‘tter than mine. 

On the question of speed, he said, no, he did not think we were doing 
t fast enough 

We are certainlv not developing our positions around the world as 
fast as I would like to see them develop, and, therefore, for that 
reason again I say that as you cut this bill, you are stretching out 
evervthing that we are doing, because if we do not do it, there is no 
other place it can come from. None of our allies can pick up any 
deficiencies which result from what we fail to do, so it just means that 
you pull out in a greater length with respect to time this period of 
insecurity—which grows in uncertainty as the future becomes less 
clear, 

Senator Jounson. If your program was a minimum program, and 
you considered that the minimum ed ram afterward, you certainly 
would not consider the bill reported by the Foreign Relations Com- 
mittee as an adequate program. 

Secretary Acueson. That is right, sir; that is what I would try to 
impress upon you gentlemen as much as I can. I am sorry to have 
taken so long. 

Senator Byrp. Any further questions? 

Senator SALTONSTALL. 1 would like to ask just one, Mr. Chairman, 
if it is my turn. 

Senator Byrn. Senator Saltonstall. 
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DISCUSSION AS TO ALLOCATION OF FUNDS FOR TITLES I AND III 


Senator SALTONSTALL. I would like, Mr. Acheson, to ask this ques- 
tion: You stressed title I and title III, and how they were interwoven, 
so to speak, in which France had the problem of Indochina. 

Now, that obviously puts our responsibility, as I have always seen 
it, on a world-wide basis today, in trving to stimulate free nations, 
and so on, and we cannot separate Europe and Indochina or Korea. 

In view of the fact that we are actively engaged in Korea, in view of 
the fact that France is actively engaged in Indochina, and the whole 
Far East is in more of a turmoil today ‘than E urope, are the proportions 
of these funds between these two troubles, in your opinion, a proper 
division? 

You say they were woefully inadequate in the Far East, as I re- 
member; I figured out that 74 percent of these funds go to title I, and 
12 percent plus g go to title III. Is that a proper division for our own 
security and our own adequate preparation for defense? 

Secretary AcnEson. Well, I think it is, Senator. I think it is be- 
cause you cannot say that the fact that actual fighting is going on in 
certain areas means that the foreign aid funds should be differently 
divided. We are putting, as we pointed out in the hearings yesterday, 
vast amounts of our own money into the fighting in Korea, but the 
strength of the resistance in Indochina really depends upon the strength 
of France, and that whole effort in Europe is going to be held back if 
France does not have enough assistance to take its place in the 
European community, and has to drain more and more of it off for 
Indochina. Therefore, I think that that is the correct proportion. 

Senator Byrp. Senator Stennis, do you have any questions? 

Senator Stennis. Very briefly, Mr. Chairman, I have several. 


STATUS OF GERMANY ANTICIPATED AGREEMENTS 


Mr. Secretary, would you repeat very briefly there now what you 
said Germany’s position is now. You stated you were working on a 
scheme there to aid them. They dislike the idea of the German 
general staff and did not want to go back into all that now. I did 
not get clear just what you came down to with reference to the status 
of Germany now. 

Secretary AcHrEson. There are two things which would affect the 
status of Germany, Senator Stennis. One of them is the agreement 
which we hope will be signed somewhere around the latter part of this 
month between the three occupying powers, the United States, the 
United Kingdom, and France, with Germany. 

Now, that agreement, to which are attached several subsidiary 
agreements, provides an end to the occupation; it gives Germany 
complete control of its internal affairs, it provides that Germany will 
participate in the defense of the West through this European defense 
community, and it goes on with a great many provisions which have 
to do with winding up of the occupation and turning over to Germany 
the control of its internal affairs. 

Senator Stennis. Now, participate to the extent of becoming a 
member? 

Secretary AcHESON. Yes, sir. 

Senator STENNIs. Yes. 


: 
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Secretary AcHreson. Germany has negotiated ever since January 
1951, in Paris with the six countries—they are United Kingdom, 
France, Italy, Belgium, Holland, and Luxemburg. They have now 
worked out what is called the European defense community. That 
provides for putting the ‘armed forces in Europe of all those countries 
together. 

Senator STeNNis. Then, they are actually going to have a status 
in that of equality? 

Secretary Acueson. Yes, sir; and it has an assembly which has the 
political control; it has a Board of Commissioners who will run this 
combined army. 

The combined army will be under the control, the military control 
and direction of the supreme commander who, in turn, gets his in- 
structions from the standing group and, therefore, you have the 
European Army as a part of the NATO army, which will then be 
made up with General Ridgway in command, and the SHAPE group; 
there will be American forces, there will be British forces, there will 
be Canadian forees, Norwegian, and others, and then there will be 
this European force. 

Instead of having five groups, there will be six, but they will be 
united, and in that will be German divisions, and the number of Ger- 
man divisions has been worked out, and how they are going to be 
raised and how they are going to be clothed and how they are going 
to be supplied, and how commanded. ‘That is all in this treaty. 

Senator Stennis. You think that is going to be a reality? You 
think that the Bonn government is going to be able to sustain that 
with its people? 

Secretary Acueson. I believe it is; yes, sir. Chancellor Adenauer 
is confident that he can do it. That is the meaning behind this whole 
exchange of notes with the Soviet Union which is going on at the pres- 
ent time. The Soviet proposals were made for the purpose of delaving 
this thing coming into being. 

When the Russians say, “Let us have a talk now about a treaty with 
Germany—of course, we do not want Germany to join any combina- 
tion of powers, and it has got to remain outside of any combination,” 
well, the purpose of that is to defeat this European army, because 
Germany is going to come in, it is going to participate in its own de- 
fense with its own men, with its own money, and with its own 
production. 

Senator Srennis. Well, that is a very significant development. 

Secretary AcHEson. It is a tremendous development. 

Senator STENNIS, It is the biggest thing 

Secretary AcHEson. It is the biggest thing that has happened in a 
thousand years. You just hold your breath because of the magnitude 
of this development. 


DEFENSE-SUPPORT FUNDS 


Senator Srennis. One other very brief question now: You said 
that these funds that are going into these countries there in Europe, 
you said, would be used for machinery for munitions for the one prime 
purpose, did you say there, to help feed and clothe these workers? 
Did you put it that way or did you say something about sustaining the 
communities? 
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Secretary Acurson. Yes, sir; I am talking about the defense- 
support funds——- 

Senator STENNIs. Yes. 

Secretary Acnuson. Not the end items. The end item funds will 
be spent to produce military equipment. Some of that will be pro- 
duced, as Mr. Lovett pointed out yesterday, in this country, along 
with the stuff that is being produced for our own purposes. 

Some will be produced in Européan countries. Sometimes when it 
is produced in the European country it is for that country; sometimes 
we take it and give it to another country. 

Senator Srennis. But the second item 

Secretary AcHsEson. It will be two items which are involved. The 
first item has two branches: It is machinery and raw materials. Now, 
that item we think is a very economical one because our dollars go to 
provide either machinery or raw materials or both. 

Now, the cost of the end items includes the labor, the factory work, 
the power, the overhead, the management and all of those things 
which are supplied by the Europeans, so for dollars which go only 
into machinery or raw materials we get a much more expensive end 
item, because they have added the labor. 

Senator Srennis. This item that you are talking about, is that the 
item that the press ordinarily refers to as economic aid? 

Secretary AcHESON. Yes, sir. 

Senator Srennis. It still retains that title economic aid now? 

Secretary Acueson. They call it economic aid. 

Senator Stennis. And we loosely use that term here—I know I do. 
I do not know just what the idea is, but these are the funds that vou 
are talking about now, to buy machinery and raw materials, and that 
is ordinarily called economic aid in the bill? 

Secretary AcHEsoN. That is it, plus—— 

Senator Stennis. Your argument is that it is closely related to the 
military. 

Secretary AcuEson. Plus this other item, the second one. 

Senator Srennis. All right, what was the second one? 

Secretary Acueson. The other one is to meet these foreign exchange 
needs which they cannot otherwise meet to get the essential imports 
which are necessary to keep the whole community going. Now, that 
may be wheat in some cases, it may be coal, quite a lot of coal; there 
is quite a lot of petroleum, cotton, things of that sort. 

Senator Srennis. That means to keep the community going while 
they are devoting so much to the military and manufactured products 
in the military. 

Secretary AcnEeson. Yes, sir. The reason for that is this, Senator 
Stennis: Before these countries took on their armament programs, 
they were using their factories to produce goods which they exported. 

Senater Stennis. Yes. 

Secretary Acneson. With those exports they bought wheat, petro- 
leum, coal, what they needed. Now they are using the factories which 
they once used for exports to make guns and caissons, 

Senator Srennis. You have made that clear to me. Thank you 
very much. 

That is all, Mr. Chairman. 

Senator Byrp. Senator Cain? 

Senator Carn. I have several questions. 
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Yesterday, Mr. Secretary, I offered this question to Mr. Lovett, 
Secretary of the Department of Defense, and it was this: To what 
extent are NATO nations supporting current Government opera- 
tions out of deficits? I wonder if you would like to give us an 
observation about that, sir? 

Secretary AcHreson. Well, Mr. Lovett answered that as well as he 
could do it off the bat, and I think when Mr. Tighe Wood answered 
that, he said that he would submit to you a schedule. 

Are you going to do that? 

Mr. Woop. That will be inserted into the record and be available 
today : 

Senator Cain. I thank you. 


NATIONS FAILING TO GIVE REQUIRED ASSURANCES FOR AID UNDER 
ORIGINAL MSA ACY’ 


Mr. Secretary, how many nations, by name, have been granted 
exceptions, in whole or in part, from sections 511 (a) and (b) of the 
original enabling legislation which, as 1 understand it, results in 
nations, by action of their governments, maintaining that they will 
stand by the free world in time of trouble? 

Secretary AcHEson. Well, I should like, Mr. Wood, to correct me, 
to be sure that I answer this correctly. 

What I think the correct answer is is that nobody has been granted 
any exceptions from that. One nation declined for a time to give us 
those assurances, and that was Iran, whereupon Mr. Harriman 
promptly stopped the movement of military aid. 

They have now given assurances that are regarded as adequate, 
and the movement has been resumed. 

Senator Cain. I thank you, sir. Your answer will be of real in- 
terest to a number of my colleagues who have been concerned with 
the possibility of more exceptions having previously been granted. 

Mr. Secretary, bearing in mind your testimony, in which you give 
us your conside red opinion that the tremendous urgency of the situa- 
tion and the risks involved require the restoration of all the funds 
recommended to be cut out by the Senate Foreign Relations Com- 
mittee 

Secretary AcHEsoN. Mr. Wood was just giving me some further 
information which, perhaps, I should add to the record, and that 
prevented me from hearing vour question. 

What he says was that I should add that Ireland felt unable to 
give the assurances required elsewhere in the act. The full explana- 
tion and detail is carried on page 747 of ‘the hearings before the Sen- 
ate Committee on Foreign Relations on this bill, and if | may just 
incorporate by reference ‘that page as the correct answer 

Senator Cain. I understood in part that Mr. Wood would provide 
any additional information—— 

Secretary AcHgson. Yes. 

Senator Carn (continuing). That was available. 

Secretary Acnrson. Would you mind asking that, sir, from the 
beginning? 

Senator Carin. Yes. 

Secretary AcHEsoN. Thank you. 
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WESTERN DEFENSE 

Senator Carn. Bearing in mind your considered testimony that the 
tremendous urgency of the situation and all of the risks involved 
require the restoration of funds recommended to be cut out by the 
Foreign Relations Committee of the Senate, I wish vou would give us 
the actual status of the steps being taken to utilize the potential and 
resources of the Iberian Peninsula; which includes both Portugal and 
Spain. 

I am looking, sir, for a way in which to reasonably support the 
wishes of my Government, and that is the single and only cause for 
this question. 

Secretary Acnueson. Well, | should—I will answer that to the best 
of my ability and, perhaps, General Bradley can add something to 
it later. 

The Department of Defense considered what it was desired that we 
should ask of Spain so far as aiding the defenses of the west—that 
concerned that. 

That led to Admiral Sherman making a visit to Spain before his 
sad and unfortunate death. 

Subsequently, both economic and military survey groups went to 
Spain and had further discussions; came back with their recom- 
mendations. 

A program for negotiation was drawn up, approved by the Depart- 
ment of Defense and the Department of State, and Ambassador 
MeVeigh is now at work with the Spanish Government trying to 
develop an agreement which will be mutually satisfactory. 

Senator Carn. Thank you, sir. 

With reference and relationship to that question, am I properly 
informed that Portugal at the present time is not contributing to the 
military defense structure of Western Europe? 

Secretary Acneson. No, sir; I do not think that is correct, and I 
think Portugal is playing a part which has been assigned to it by com- 
mon agreement through the NATO organization. 

Senator Carn. Well, I think with reference to its military aspects 
that question might, at a later time, be directed to General Bradley. 


MISSION OF UNITED STATES AND UNITED NATIONS IN KOREA 


1 think this question is legitimate as we endeavor to judge the 
future, sir, and you will tell me if in your view, I am incorrect. Does 
the political mission of the United States and the United Nations con- 
tinue to be that of restoring independence, unity, and freedom to all 
of Korea? 

Secretary AcHEson. Yes, sir; that is our object. 

Senator Carn. How is this mission to be accomplished, Mr. Secre- 
tary, if the Communists are to be permitted, as a provision in the 
intended truce agreement, to construct air bases in North Korea? 

Secretary Acnreson. Well, | think the heart of the problem is not 
so much in the air bases as it is in how one proceeds after an armistice. 

What we are now engaged in negotiating with the Communists is 
the end of the fighting in Korea and an armistice based on the present 
line of military demarcation. 
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After that we have said that we are entirely willing, indeed, one of 
the terms of the armistice may be that the commander should recom- 
mend when political discussions should begin, and under what condi- 
tions to try to work out by a political conference in which, L assume, 
that all the people engaged or sympathetic with the Communist side 
will take part, and those engaged with the U. N. side will take part, in 
trying to work out as a political matter the unification of Korea. 

Now, I do not think anybody should try to hide from himself the 
fact that this will be an extraordinarily difficult thing to do. It is 
not impossible to do, but it is difficult. 

We know, we found out how difficult it is in Austria to work out 
an arrangement by which we can get all the troops withdrawn from 
Austria, and Austria really put together without outside interference. 
That has taken us, I think, nearly 300 meetings with the Russians 
and it has not been completed yet. 

I do not in any way underestimate the difficulty of this task, but 
it is not impossible, and the best way to go at it is to go at it and 
keep plugging at it. 

Senator Cain. I thank you, sir. 


NEED FOR PRIOR AGREEMENTS WITH OTHER GOVERNMENTS IN OVERSEAS 
CONSTRUCTION 


Yesterday | most briefly offered a question about the Moroccan 
air base construction, to the Secretary of the Department of Defense. 

It appears to me, and certainly I stand to be corrected, that one 
of the outstanding faults in the attempt to construct these bases was 
the lack of an agreement between our Government and tbe protec- 
torate government before personnel and matériel were shipped from 
this Nation to Morocco. 

If my contention is a valid one, | wonder, because we will obviously 
be required to make further expenditures and construct other bases 
abroad in the future, how we can make certain that arrangements 
between governments precede attempts at construction, sir? 

Secretary AcHESsON. Well, we are doing that at the present time, 
so far as the construction which is under the control of SHAPE 
concerned, and I suppose that serves as a good model to know how 
to do this thing. 

Senator Carn. Certainly, I have heard no criticism of or no example 
comparable to the Moroccan situation, in Europe, sir. 

Secretary AcHESON. In connection with what is called the infra 
structure, there is, first of all, worked out by the SHAPE command 
what they desire to have, what lines of communication, what fields, 
and so forth. 

They they discuss with the countries where those are located 
where they shall be, and agreements are reached whereby it becomes 
the duty of that country to provide the land. It has to go through 
its own condemnation proceedings and make the thing available, and 
then arrangements are entered into under the control of SHAPE for 
the construction of these facilities, and that is put into effect by com- 
mon financing and by an agreement with the country where the 
facility is located to facilitate it in every possible way. Now, that 
is clearly what should be done, and will be done, in all cases. 
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Senator Carn. I think it proper, for the benefit of the record and 
of the future, to establish some of the reasons why we unnecessarily 
suffered a loss of time and money in Morocco. It seems to me, as a 
‘citizen, we are not justified in spending a single penny prior to knowing 
that the appropriations of money can actually be translated into 
positive results. 

Senator Byrp. You may proceed, sir. 

Any further questions? 

Senator SALTONSTALL. I would like to ask Mr. Acheson one more 
question, which, | hope, is pertinent. 

This committee, as I see it, Mr. Secretary, is concerned with the 
adequacy of our armed defense ; it is concerned to see that this bill 
is the proper one, and is adequate for that purpose. I would like 
to ask this question, which I hope you will believe is pertinent. 


ADEQUACY OF OUR ARMED STRENGTH AS A BASIS FOR NEGOTIATION 


Do you believe from the policy point of view, as the State Depart- 
ment makes the policies, that our country has the adequate armed 
strength so that your negotiations can be carried out on a basis of 
confidence in our strength, or do you have the feeling that you must 
play for time because we are not adequately prepared? I hope you 
consider that pertinent. 

Secretary Acueson. I think that is pertinent, Senator. 

It is hard to answer it in absolutely specific wavs. We have not 
reached the point in the development of our strength, both of our own 
forces and of our allies, that we are trying to reach and, therefore, we 
will be in a better position when we get there than we are at the 
present time. 

I would not want to give the impression that at some particular 
point the armament of ourselves and our allies will reach a point 
where we say, ‘““Now, we can renegotiate all these questions out.” 
That really is not the diplomatic problem that we find. 

It is that when you get to a point where you are not constantly 
trying to meet all sorts of runs in the cloth, but have more equilibrium, 
more steadiness and more balanc e, then I believe the other side will 
tend to adjust itself to those facts. Those are the facts of life, and as 
they adjust themselves to those facts, then problems which are now 
insoluble will become soluble. 

Senator SALTONSTALL. We are gradually getting better. You 
would not want to say, and I would not want to say, that we were 
adequately prepared today, but you say, so far as you are concerned 
from a policy-making point of view, to use your expression, the runs 
in the cloth and the tears are not as bad as they were. 

Secretary Acugson. I think that is so. 

Senator Byrp. Thank you very much, Mr. Secretary. 

Secretary Acneson. Thank you, Senator Byrd. 

Senator Byrp. General Bradley, we asked you the other day to 
speak on behalf of the Joint Chiefs of Staff. 

For the purposes of the record, we, have with us in addition to 
General Bradley, General Bolte, Deputy Chief of Staff for the Army, 
Admiral Fechteler, Chief of Naval Operations, and General Twining, 
Vice Chief of Staff of the Air Force. They will not appear as wit- 
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nesses, but will be ready to answer any questions that the committee 
might have. 

Now, General, I want to repeat the question on behalf of Senator 
Russell: “In your opinion, General, is the United States arming with 
sufficient speed and urgency in view of current world conditions? Do 
you consider our programs adequate to the defense of the United 
States?” 

You may proceed, sir. 


STATEMENT OF GEN. OMAR N. BRADLEY, CHAIRMAN, JOINT 
CHIEFS OF STAFF; ACCOMPANIED BY ADMIRAL WILLIAM M. 
FECHTELER, CHIEF OF NAVAL OPERATIONS; GEN. NATHAN F. 
TWINING, VICE CHIEF OF STAFF, AIR FORCE; AND LT. GEN. 
CHARLES L. BOLTE, DEPUTY CHIEF OF STAFF 


ADEQUACY AND PROGRESS OF OUR DEFENSE PROGRAMS 


General Bravery. As to the adequacy, of course, everyone knows 
we are not trying to recommend to you a force which would win a 
major war. The forces which the Joint Chiefs of Staff have recom- 
mended are those forces which we think are necessary to, first, act as 
a deterrent to war, retaliate strongly if we are attacked, prevent dis- 
aster in case we are attacked, and to furnish a sufficient mobilization 
base on which we can expand, and eventually win a war if it is brought 
on. 

So we think that these forces are adequate for those purposes, but 
not for winning a war. 

As to the progress—— 

Senator Jonnson. One thing there you say, the program that the 
Joint Chiefs reeommend. Do you mean the programs that are before 
the Congress in the budget? 

General Brapuey. Yes, sir—no, sir; they are not entirely in this 
appropriation bill. Actually the forces we recommend that we attain 
go bevond the forges that were in the appropriation bill. For example, 
we have recommended that. we reach 143 air groups or wings. We 
are not asking for all of that this year, | believe. We had hoped to 
reach those forces by 1954. 

Senator Jounson. And, perhaps, I didn’t make it clear, General, 
I just wanted to be sure that you were speaking of the programs 
presented in the President’s budget instead of some other program 
that you might have presented to the Secretary of Defense and the 
budget that had not come through. 

Ge neral BrapLry. Yes, sir. 

Senator Jounson. And you believe the programs that are in the 
President’s budget are adequate to do the things you have outlined, 
to prevent and retaliate and deter, and so forth? 


THE GOAL NOT ATTAINABLE UNTIL 1956 


General Brapiey. No, sir. I am glad you brought that out, 
because I was about to give an incomplete answer, sir. 

The budget which is before you for fiscal year 1953 does not accom- 
plish all of that. We have recommended certain forces which we had 
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hoped to attain by 1954 or as soon as possible, in fact. They are 
not all included in the 1953 budget. Some additional would have to 
be asked for, built up in 1954. 

As you know, the budget that was finally set up here would not 
reach that even by 1954, but stretches it out to 1955 or early 1956. 
Those are the forces which the Joint Cliefs think are necessary, and 
which would be adequate to accomplish the missions which I outlined 
to start with, and [ appreciate yout correcting me on il. 

Senator Jonnson. All right. 

General Brapiry. As to the progress, as I just said, we had hoped 
that we could reach this amount of forces by 1954. The budget which 
was sent up to you recognizes the fact that with the limitation of 
expenditures even put on it by the President, are such that we cannot 
reach it by 1954; it will be some time in 1955 and 1956. We think 
that is an added risk. Everyone recognizes it, but they have assumed 
the responsibility for attaining it in that period. 

Actually, we would like to have those forces today, but we know you 

‘cannot get them overnight, and it is going to take time to produce the 
planes, to train the men, and to understand that even if you had all 
the money today it would be some time before you could reach it. 

Senator Jonnson. And an added expense as well as an added risk 
in stretching out. 

General Brapitey. Stretching out. 


COST OF THE STRETCH-OUT IN RISK AND MONEY 


Senator Jounson. It will ultimately cost you more money than it 
would 

General Brapiey. Certainly it is an added risk. How much addi- 
tional money it will cost, IT am not prepared to say. Certainly you 
have to weigh various factors. 

Senator Jonnson. Do you know whether anyone has made any 
calculations as to the added expense? It has been indicated before 
the committee that the stretch-out could cost in the neighborhood of 
$2 billion, and I just wondered if any calculations had been made prior 
to the time the stretch-out was determined. 

General BrapLey. Not that I know of. My office, our office, 
would not make it. 

Senator Jounson. You would think it would be an added expense, 
would you not? 

General Brapnry. I would think.it would be; yes, sir. Certainly 
it would be an added expense if you limited expenditures like the 
House bill would, because you then cannot accept deliveries on some 
things you have already contracted for, and then you are going to 
have to charge vour overhead and a few other things to a lesser num- 
ber, which would be delivered and, therefore, that certainly would in- 
crease your expense. 

Senator Jonnson. The program now is stretched out to 1955. If 
the House bill is enacted, how much in the future would that project 
it, 2 vears? 

— neral Brapuey. I believe the rough calculation was from a year 
to 2 years, depending on the items; some of it ry to 2 years. 

Genaiten Jounson. So your program is 1954, the stretch-out is 1955; 
the House bill would probably make it 19: 57? 
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General Brapitey. Something like that, ves. 

Senator Jounson. And that is the additional risk that you are 
talking about? 

General Brapuery. Yes. 

Senator Byrp. Does that mean, General, that the expenditure basis 
will be continued to 1957, the present expenditure basis for the next 
fiscal year, would that be continued until 1957? I understood that 
it would only be continued until fiscal 1954. That is what Secretary 
Lovett inferred yesterday. 

General Brapiey. Our big capital expenditures are for 1953 and 
1954, yes, sir; but if you should place on us an expenditure limitation, 
which the House did, of $46 billion, vou are gomg to stretch out the 
actual expenditures beyond that, although it is money which has 
already been appropriated. 

Senator Byrp. Eliminating that, vou will spend, as I understand 
it, for military purposes, exclusive of the European program, around 

$58 billion, or rather SRproprants $58 billion this vear, if vou obtain 

the appropriations which you asked for, which are $52 billion, and to 
that must be added the atomic energy, the supplemental for Korea 
and, I understand, the supplemental for public works, or approxi- 
mately $58 billion. 

Senator Jounson. I think we ought to clear that up for the record 
now. The military public works are included im the $52. billion 
figure. It was not made clear vesterday. 


IS PRESENT LEVEL OF MILITARY EXPENDITURES TO CONTINUE BEYOND 
1954? 


Senator Byrp. But even without that, if 1 am correct in my under- 
standing vesterday, that the atomic energy would be around $4 billion 
in addition, and $1.5 billion for the supplemental for the Korean 
operation, it will be nearly $48 billion. 

What I wanted to get clear in my mind is as to whether vou agree 
with Secretary Lovett that that high level would only continue for 
fiscal 1953 and fiseal 1954 or will it be projected, as Senator Johnson 
intimated, up to 1957? 

General Brap.Ley. It is my understanding that if we get this money 
we have asked for, it is primarily—the big capital expenditure is in 
these 2 years. 

The Senator inferred—lI do not have those figures; the Secretary of 
Defense's office is much better qualified to answer what that plan is 
beyond that. 

Senator Byrp. You think there will be some reduction, then, after 
fiseal 1954? 

General Brapitey. That. is my understanding if we get the full 
amount for 1953 and 1954. 

Senator Byrp. You do net know how much, though? 

General Brapiey. No, sir. 1 do not know. Secretary Lovett’s 
office can answer that much better than I can, sir. 

Senator Byrp. I see. 

There will be a considerably increased expense above what we have 
been spending, | imagine, though, for 1955 and several vears there- 
after, perhaps. 
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General Brapuny. Yes, sir; because until the situation changes 
somewhat we think that we should maintain this force which we 
are building. 

Senator Byrp. In fact, it is possible, and probable, that the 
expenditures that you are starting on in 1953 may continue for quite 
a long period. 

General BrapLey. Well, as far as the maintenance of the force is 
concerned; yes. But, of course, you hope to get the equipment—in 
the original expansion of that sized force, your expenditure is much 
greater, of course, because you are buying the equipment. After 
that you have to maintain it and, of course, that will amount to 
considerable, but it will not be anywhere near the same amount as 
the original. 

Senator Byrp. If the threat of war should increase it probably 
would be very possible that without an all-out war we would continue, 
or you would request a continuation, of a high level of 1953 and 1954, 
as I understand it. They are your two high years, are they not, 
in spending? 

General Brapuey. Yes, sir; because during those 2 years you 
have to go out and buy so much equipment. 

Senator Byrp. I understand that. But I say if there is a threat 
of war, not an actual war, but as it is now, it is possible and probable 
that the 1953 and 1954 expenditures you may ask to be continued 
on that basis. 

General Brap.tney. They should not be; no, sir. Because, after 
you once get this equipment it will not take so much to maintain it. 

Senator Byrp. Even if there is a further threat of war? 

General Brapiey. Well, that I do not think anybody could be able 
to answer. It would depend on the threat; but I am saying that with 
the continuation of the present world conditions we would hope to 
level off. 

Senator Byrp. My observation is that once these expenditures get 
up it is very hard to get them down. 

Senator JoHNson. Senator Byrd, at that poimt in the record | 
want to say that I do not want to intimate that we are going to 
maintain the present expenditures through 1957. What I do want to 
say is that the best estimates we have are that if the stretch-out is 
approved by the Congress, and if the House provision is approved by 
the Congress, the equipment we need for the forces we have will not 
be finally received until 1957. Now, of the $52 billion in the budget, 
roughly $30 billion odd, as long as there is a serious threat, are going 
to be required to be spent exclusive of equipment. That is to pay the 
troops, that is to feed them and clothe them and house them, and to 
stockpile the stuff, and the National Guard and the pay; thirty-odd 
billion of that is firm if you do not buy any equipment, and as long as 
you have the threat that you are talking about, we are going to have 


that much, because I cannot see that we will reduce their pay or 


reduce their food. 

Now, what you have over and above the $30 billion in the way of 
equipment will be added to that. 

Senator Byrp. That is right. 

Senator Jounson. And this vear we are projecting about $20 billion 
for hard goods, for procurement of aircraft and tanks and ships and 
such things. 
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Senator Byrp. | simply venture the suggestion that this $14 billion 
deficit, which is ahead of us for 1953 and 1954, plus the $7 or $8 billion 
this year, is going to run us up to $300 billion in debt, and somebody 
had better be giving a little thought to how much higher we can go over 
$300 billion and still maintain our solvency. 

In my judgment, and based on 19 years’ experience in the Senate, 
once you get these expenditures up to a very high level they do not go 
down any, if at all, and then very gradually, so we have got to look for- 
ward to continued deficit spending here for a long time to come. 

Senator Jounson. | think that assumes if you did not buy any 
equipment but if the danger remained the same that you would have a 
minimum of $32 billion just to maintain your forces, and without any 
new equipment. 

Senator Byrp. I agree with the Senator about that, and that sus- 
tains my statement that it is going to be very difficult to get these ex- 
penditures down, because we have got to get equipment, but that is 
beyond the province of General Bradley. 


DANGER TO OUR ECONOMY OF MAINTAINING LARGE MILITARY FORCE 
OVER A PERIOD OF YEARS 


Senator Stennis. Mr. Chairman, before, you leave that point, 
I do not know how this arose, but just as one member of this com- 
mittee, I am certainly swinging around to the realization, as I see it, 
that we are going into this long military program, and we are just 
going to have to reduce the size of the military somewhere, otherwise 
it will get beyond the control of our economy. I do not believe we 
can stay armed to the teeth with 3% million plus men for a 10-yeai 
period, and I do not think we can do it, or in a 5-year period. 

General BrapLey. The question is, What is the alternative? 

Senator Stennis. That is what I want to know. I think that is 
why I bring it up to you. I think you are going to have to work out 
some plan that will be sound, that will carry a fewer number of men, 
though. 

Senator Byrn. If our money system—lI simply want to say that 
is going to destroy our free-enterprise system, and then we will not be 
wble to have the mass production which, in my judgment, is the chief 
protection we have against war. 

General Bravery. It seems to me like there are two things that 
would help us out of this in the long run, and one of them is when and 
if our friends in Europe get strong enough to relieve us of that burden, 
both as to the number of troops, maybe, “and ¢ ertainly with the delivery 
of end items, and the other one is if we had some system which provided 
us with trained reserves so we would not have to maintain so many on 
active service. 

Senator Stennis. I do not know what it is, General, but something 
is necessary. I think you gentlemen are the first ones to take a shot 
at. 

I raise the question, as I say, as one Member of the Congress, but 
that is what you are faced with, | think, as the head of the military. 
There is going to be some kind of a reduction in some way. 

Senator Jonson. Your 1953 budget provides for a military strength 
to go to 3.7 million. 
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Senator Byrp. I think that we can all agree that we have about 
reached the limits of taxation. We cannot tax the people any more 
without doing terrific injury to our business system. 

Senator STENNIS. Senator Johnson says we are not going to save 
any salaries, and those are going up. We are not going to save it in 
food and the other things for these men; veterans’ benefits, those things, 
are going up. It is going to result in less money, I think, for one thing. 


UMT THE LONG-RANGE ANSWER 


General Brapuey. If you had established UMT, let us say, 10 years 
ago, so that you had trained reserves today that did not have to depend 
upon people on a full-time job where you have to pay them full-time 
pay and feed them and all that, you probably would be in a position 
where you 

Senator Srennis. I do not raise this question as being critical of 
you or any aceee of vours. 

General Brapiey. | am just offering that as a citizen myself. I 
think that is the only long-range answer. 

Senator Byrp. You may proceed, General, with vour statement. 

General Brapiey. Mr. Chairman, I have no prepared statement. 
[ gave a prepared statement to the other Senate committee, and I 
understood vou were going to use that record, and only wanted us to 
add anything additional which members of vour committee might 
want to ask. 

Senator Byrp. Without objection, that statement will be made a 
part of this record. 

(The statement above referred to is as follows:) 


STATEMENT BY GENERAL OF THE ARMY OmarR N. BRADLEY, CHAIRMAN, JOINT 
CHIEFS OF Starr, BEFORE THE SENATE COMMITTEE ON FOREIGN RELATIONS 
AND THE Houst CoMMITTEE ON FOREIGN AFFAIRS ON FiscaLt YEAR 1958 
Mutua Securtry PROGRAM 


Mr. Chairman, and me — rs of the committee, the Mutual Security Program 
is the keystone of the whole collective-security effort of the free world. Without 
it, the time when we will isel a position of relative security is too far distant, 
and the risk is too great. 

An explanation of the way the Joint Chiefs of Staff carry out their responsi- 
bilities for the Mutual Security Program may be of some benefit in evaluating its 
importance. It will indicate to you the extreme care the Department of Defense, 
and the three services, are taking to insure that our money is wisely spent. 

The results of long-range planning are not always recognizable in the beginning 
of a program. It is a tribute to the wisdom and far-sightedness of the Congress 
that in the face of a slowly developing program, you authorized and appropriated 
sufficient funds to start a program which is now beginning to pay off in material 
gains. 

The people of the United States have waited to see the real results of the money 
which the Congress has sppropriated. Now the aircraft, the ships, the guns are 
really starting on their way. More than 2,500,000 tons of military supplies have 
been shipped. 

I should like to make one point clear. The tools of mutual security are military, 
economic, and technical assistance used in —e combinations, where they will 
do the most good for collective security. For the United States to supply military 
equipment to a country whose citizens are unable, economically speaking, to 
maintain that equipment would, in my opinion, be a mistake. 

The Joint Chiefs of Staff have two responsibilities in respect to the Mutual 
Security Prograin. 

First, to provide strategic guidance for the military assistance portion of the 
program; and 
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PRIORITIES FOR ALLOCATION OF MILITARY ASSISTANCE 


Second, to establish within the scope of United States policy, principles of 
priorities for the allocation of finished equipment and ammunition. 

Briefly, here is an outline of the steps as they were taken: 

Last July, the Joint Chiefs of Staff developed a time schedule for foreign nations 
and the military assistance advisory groups in these countries, to present their 
requests and recommendations to the United States. They also published the 
criteria which would determine the types and maximum number of forces which 
we considered eligible for military aid. They also recommended the types of 
equipment that could or could not be included. 

In general, the criteria require that 

(1) Equipment for North Atlantic Treaty members would be provided only 
for those forces required by that orzanization’s defense plan and accepted by each 
country concerned as a definite commitment to the plan. 

(2) Equipment for countries outside of NATO would be furnished only for the 
forces in being, or immediately mobilizable. 

(3) The seale of equipping forces would be on the most austere basis, and limited 
to items of the highest priority. 

(4) Equipment of a questionable operational value would not be furnished. 

(5) Equipment which can be produced in the country or regional organization 
would not be furnished. 

We handle the military aid program in the NATO countries a litt'e differently 
than we do in the other areas because in the former we have Cefinite international 
defense plans, and have actually committed specific forces to the operating com- 
mands set up to execute that plan. The aid for the French forces in Indochina 
is not handled under title I, but as separate aid under title III, which also includes 
aid to the Viet-Nam forces. 

After the United States objectives for the program in each country were 
established, and the criteria published, the countries themselves submitted a list 
of the major combat forces they planned to activate and the Cates of mobilization 
of these forces. Then the United States military assistance advisory gro. ps in 
each co ntrv checked te ntional requests with the objectives and the criteria. 
These MAAG’s in turn submitted their analyses and their recommendations to 
the Joint Chiefs of Staff. 

We reviewed these recommendations, and approved the programs for each 
country wherever we felt that the forces merited support. In other words, our 
aid is not extended to all the forces for which a country requested help; nor did 
we feel that the United States could aid in the equipping of all the forees each 
country could mobilize. For example, Greece and Turkey could mobilize more 
forces if we could give them more aid. But we believe that the United States 
and Greece and ‘lurkey together couldn’t support all the forces they could 
mobilize without taking aid away from some other priority area. 

When the equipment deficiencies of the forces approved for the Allied countries 
were computed, the Joint Chiefs found the total too large; hence, we consu'ted 
various economic agencies of the Government—the Bureau of the Budget and the 
President—concerning the extent to which we should attempt to meet these 
deficiencies in fiscal year 1953. As a result of these consultations, a budget 
ceiling was given to the Joint Chiefs of Staff. 

The Joint Chiefs of Staff then made a detailed allocation of funds for each of 
the four major areas of the world (Western Europe, Middle East, Far East, and 
South America), following which the three services then developed detailed 
programs for each of the countries in the proposed fiscal year 1953 military aid 
program. 


CONTINUOUS REVIEW, CONTROL AND SUPERVISION BY THE UNITED STATES 


Continuous review will be made. The Joint Chiefs of Staff closely examine 
recommendations of the military assistance field agencies, of the major NATO 
commanders, and of the North Atlantic Treaty standing group on their desired 
priorities for allocation of finished munitions once they become available from the 
factory. These prozrams are kept up to date at all times, in consonance with 
changing world conditions, and in line with foreign national capabilities. 

The NATO Military Committee meetings in Lisbon clarified to all members 
that control and distribution of military aid items would at all times remain in 
the complete control of the United States. Recommendations are received from 
each of the recipient countries and from the MAAQ’s, and we have the continuous 
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advice of General Eisenhower’s planners, but the final decisions, and the final 
control of the aid, rests in our own hands. We felt that this procedure would 
assure the Congress, and the American people, that their efforts were achieving 
the military results they would most earnestly seek. 

When the planning cycle is completed, the military assistance advisory groups 
then proceed with the supervision of the programs. They are responsible for 
requisitioning, receiving, and turning over equipment, checking on the purposes 
for which the equipment is used, and furnishing assistance in the technical training 
necessary for the proper use of such equipment. 


SECURITY OF UNITED STATES TO BE ADVANCED BY 1953 MSA PROGRAM 


I hope that this procedure of the Joint Chiefs of Staff meets with your approval, 
and merits your continued confidence in this program. 

I believe that the Mutual Security Program for 1953 is essential to the security 
of the United States. 

By implementing the North Atlantic Treaty, the United States and its allies 
have served notice on Soviet Russia that the freedom-loving nations are going 
to accomplish by strength what they had failed to accomplish by weakn>ss. 

By the United Nations’ efforts in Korea, we gave notice to the Soviet Union 
that we would take positive steps to forbid overt aggression. 

By equipping and training other freedom-loving nations in the world, we are 
serving notice on the Soviet Union that the security of America, and the frees 
world, is the paramount aim of the United States. By continuing all the mili- 
tary assistance we can afford, we are encouraging the peoples of the free world, 
and showing th m that we will help them to help themselves. 

The Mutual Security Program is the best way we have of making the United 
States as secure as possible. 

It is estimated that World War II cost the United States $330 billion. This 
is an average rate of a little over $7 billion a month for 45 months of war. Thus, 
the entire Mutual Secvrity Program for fiscal year 1953 costs only a little more 
than 1 month of World War II. The military portion, $5.35 billion, is consider- 
ably less than 1 month of World War IT. And you all know, as well as I do, that 
the price of everything, including war, has gone up considerably since 1945. 

If we can build a deterrent to total war at this relatively inexpensive price— 
less than the cost of 1 month of World War II—it is the best investment in se- 
curity at the least cost, not only in dollars but in lives, that we can make at this 
time. 


CHOICE BETWEEN SENATE AND HOUSE VERSIONS OF BILL 


Senator Byrp. Are there any questions of General Bradley? 

Senator SALTONSTALL. I would just like to ask one question. 

General Bradley, this is the same question I asked of Mr. Lovett 
and the same question I asked of Mr. Acheson. If you have to choose 
between the Senate version that was reported out by the Senate 
Foreign Relations Committee and the House version as reported out 
by the House Foreign Affairs Committee, which one do you prefer? 

General BrapLery. Senator, I must confess that I did not get the 
two down and compare them, and I am afraid I cannot answer that 
question. 

I think Mr. Lovett and Mr. Acheson have examined them from 
that basis, and have given you that answer, which would be much 
better than any answer I could give you, anyway. 

Senator SALTONSTALL. The reason I asked you particularly was 
because, as I understand it, the Senate cut 12% percent across the 
board, whereas the House bill cuts the entire $1 billion, $1,010,000,000 
out of the European military portion. Am I correct in that? 

Mr. Woop. No, Senator Saltonstall. They cut 

Senator SatronstraLu. They cut it all out of Europe. 
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Mr.Woop. They cut it all out of title I, which is Europe, but they 
cut the military end-item and training program 20 percent, and the 
defense-support program 10 percent. 

Senator SALTONSTALL. But they cut it all out of Europe. 

Mr. Woop. All out of Europe. 

Senator SauronstaLL. Which was substantial military and defense 
aid. 

Mr. Woop. And defense-support, that is right, entirely out of 
title I. 

Senator SALTONSTALL. Yes. 

General Brapury. I think I can answer that in a general way, 
because I answered the question in a similar vein over in the Senate 
Foreign Relations Committee, and that is if you are going to cut 
this, the greater flexibility you can give in its execution, ‘T think, 
the better, because we will have to go back and reexamine each af the 
programs and see where we can cut with the least harm to the over-all 
picture. So I think the greater the flexibility you give us, the better 
it will be. 

Senator SALTONSTALL. Thank you, sir. 

Senator Byrp. Any further questions? 


FURTHER CUT NOT RECOMMENDED 


Senator Jonnson. General Bradley, the bill before us is the bill 
that was reported to the Senaie by the Foreign Relavions Committee. 
It is my information that that committee reduced the administration’s 
request by approximately 12}; percent or a total of $1 billion out of 
the $8 billion. 

Senator Srennis. Across the board. 

Senator JoHNSON. Yes. 

Now, if we want to get the most defense we can for every dollar 
spent, in your opinion, will the $7 billion that are now contained in 
the bill, give the country as much defense and as much security as 
the $7 billion in the military services budget? 

General BrapLey. Senator Johnson, I think in the long run, yes, 
sir; because I think if you go and drop it out of foreign aid and put 
it in our own, you probably get an immediate defense in our own 

country, but you are doing nothing in building up the security forces 

overseas which we hope will eventually take over quite a burden of 
this, and that is why we think these amounts that we asked for are 
about right for our own defense, and, at the same time, to build up 
theirs. 

We can probably be much stronger here with this extra $7 billion, 
but then you just have to keep it up y and, as I say, there are two thinzs 
in the long run: One of them is to try to build up the defenses of 
Surope so “that they can accept a large part of the common burden. 
If you cut out all of this aid and put it in your own, you are defeating 
that particular objective. 

Senator Jounson. Assuming for the moment that you were not 
Chairman of the Joint Chiefs of Staff, but that you were sitt*»g in our 
place, if you had $60 billion to apportion for the defense a the 
security of this Nation, would you think that the apportionment that 
is recommended to us would be a proper one, and is that about the 
way you would make it, $52 billion and $7 billion? 
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General Brapiey. Well, unless you want to go down and go into 
great details of everything that this is going to buy and the forces 
it is going to create, well, then, I think I would be inclined to take the 
recommendation of people who have—I am not being sarcastic or 
anything, you understand—— 

Senator Jounson. I understand. 

General Brapiey. We have studied this over a whole year. We 
know the forces that these sums of money are supposed to help equip, 
and how much these other countries are supposed to help themselves 
on it. Until you know that, you just would not know, as I can see, 
just how much of this should go to them and how much to ourselves. 

Senator Jounson. But you know both of them. 

General Brap.ey. Yes, sir. 

Senator Jounson, And you participated in the $52 billion budget 
and the $8 billion for foreign aid. 

General Brapiey. That is right, sir. 

Senator Jounson. You would prefer to have $52 billion and $8 
billion than to have $55 billion and $5 billion, for instance? 

General Brapuey. I think that is right, for the long run; yes, sir. 

Senator Jounson. You think that the proportion recommended to 
us is the proper one? 

General Brapury. Yes, sir. 

Senator Jounson. That is what I want to be sure of. 

Would you still think that would be true if the 12% percent cut 
made in the MSA were extended to the military services and to the 
rest of the budget? For instance, if you applied the same percentage 
cut to the military services, 12% percent, you would cut that budget 
down to about $46 billion, taking a little over $6 billion off the $52 
billion. 

General Brapuey. I think you would have to answer that in this 
way: We have trimmed down the service estimates. I say “we,” 
the Department of Defense has, that is, Mr. McNeil’s office. 

The first estimates, in order to try to attain the forces which the 
Chiefs thought we should have, was around $71 billion. That was 
carefully screened, and certain things were cut out, and it was sizably 
reduced. 

Now, that resulted, of course, in somewhat of a less state of readi- 
ness, and the Secretary of Defense and the Defense Department 
assumed the responsibility for that cut. 

Then, the President said that we could only spend so much, which 
further reduced the budget, and he made it very plain that he assumed 
that responsibility. 

If you were going to cut this another 12% percent, let us say, then 
I would assume that you, as representatives of the people, would 
assume that responsibility for a further delay and further reduction, 
and having done that, that then you would also maybe want to 
say where the cuts should be made rather than leave it to somebody 
else, since you were assuming that responsibility. 

So, in answer to your question as to whether or not the 12% percent 
would apply, I think you would have—you would get into this prob- 
lem then of how much responsibility do you assume in cutting them 
both the same or cutting one one amount and the other something else. 

Senator Jonnson. It is your recommendation, then, that no reduc- 
tion be made in the $7.9 billion figure transmitted by the President? 
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General Brap.ey. Yes, sir; because for each cut you make in this, 
you are thereby delaying the readiness of certain forces of our allies 
for our friends. 

So, for any cut vou make in this, then you are reducing the forces 
which they are trying to get ready for our over-all collective defense. 

I am not saying that it has got to be $7.9 billion. I think you might 
just say that you are going to delay their readiness the same as we 
are delaying our own somewhat, but the deeper you cut into that, 
the more you are delaying the readiness of those units which had been 
planned to equip and help equip with this amount of money, 

Senator Jonnson. Thank you, Mr. Chairman. 


ARMED SERVICES RESPONSIBILITY TO REDUCE WASTE 


Senator Byrp. I would like to say, General that you speak of the 
Congress’ responsibility. You have a responsibility here as one of 
the military leaders to cut this great waste and extravagance that 
exists in every single branch of our armed services. What are you 
doing to fulfill your responsibility? 

General Brapuey. I believe every one of the services is trying to 
do everything it can to reduce waste. 

Senator Byrp. I do not think they have done much toward doing 
anything. Senator Johnson’s committee has brought out this colossal 
waste. I come in contact with it as chairman of the Committee on 
Nonessential Expenditures every day. If anything is being done I 
do not know of it. 

You have a great responsibility in this direction. You are the one 
who is bankrupting this country, so that if you did that, you could 
not buy 

General Braptry. I suppose when you say “‘you,”’ you mean the 
Defense Department? 

Senator Byrp. I say you, all of it. 

General Brapiey. I happen not to have any authority over pro- 
curement or administration myself, but I am a member of the Defense 
Department. 

Senator Byrp. You have authority for making these requisitions 
and asking for money. If you think the money should go further, 
then you should ask for less money and make it go further. 

It is permeated with waste and extravagance in the armed services 
all the way through, and if you do not in some way curb it and stop 
it, you are going to bankrupt this country. When I say “you,” I 
mean the whole organization. I do not excuse any of them. All of 
you have got that responsibility. That is the very heart of this 
country, the solvency of it. We could not operate the Government. 
You believe that; do you not? 

General Brapuey. I did not get the first part of it. 

Senator Byrp. We could not operate a free government unless we 
were solvent. 

General Brapuey. No, sir. 

Senator Byrp. We could not operate the free-enterprise system 
unless we are solvent. I think some of you had better be giving a 
little attention to it. Saying that we cannot even cut a dollar off 
appropriations, when everybody knows that this waste is so great 
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that it could be cut, and you could get the same effectiveness in 
military preparedness by having reduced appropriations. 

Has any consideration been given to this by the high command of 
the country? 

General Brapuey. Yes, sir. I can-assure you that all the services 
are trying to do ev erything they can to reduce that waste. 

Senator Byrp. Well, you do not think, then, that you could do with 
less money. ‘There is no waste that can ‘be cut out that you know of? 

General Brap.ey. I would not say that; no, sir. 

Senator Byrp. But you say it ought not to be cut a dollar. 

General Bravery. I did not say ‘that, sir. 

Senator Byrp. What did you say? 

General Brapuey. I said that these amounts, both for this military 
aid and for the budget, which is not before the committee ‘at this 
particular time are those which we think give us the best preparedness, 
and ‘preparedness which we just do not like to see put off. 

There are other—and I have said this many times, too, Mr. Chair- 
man, there are other—considerations, other than the military. One 
of them is the economic situation of our country, how much it can 
stand without going bankrupt, and I have also said many times that 
the strength of any country is no greater than its industrial capacity. 

Senator Byrp. What is your opinion—you are a very observant 
man, a man of great ability—how much debt can we have in this 
country and still not impair our financial system? 

General Brapiey. Well, you pay me a great compliment, Mr. 
Chairman, but I am not that much of an economic student, I suspect. 

Senator Byrp. W ell, you agree that there is some limit to it, do 
you not? 

General Brapuey. Yes, sir. I thought at one time that $30 billion, 
$40 billion, was a limit, by the war forced us beyond that. 

Senator Byrp. Now we have a debt in the immediate prospect 
within 2 years of $300 billion. Don’t you think we are reaching the 
danger point? 

General Brapvury. I felt that for a long time, sir, but we seem to be 
getting along with a greater one that I thought we could. 

Senator Byrp. You may be getting along with a greater one, but 
sooner or later you will have adverse conditions to meet, and that 
great debt will sink us. 

General Bravery. Yes, sir; I fully appreciate that, but I do not 
feel that we in the military are in a position to know that as well as 
you are. 

Senator Byrp. Well, the military, the people are those who are 
asking for these enormous expenditures, that make it impossible to 
reduce the budget, and I think it is the waste in the military, which 
everybody knows exists, that you ought to reduce these requests 
and eliminate the waste. 

Everybody comes up here, and all of you say, “We cannot cut a 
dollar because we are sacrificing the very life of the Nation.” When] 
say a “dollar,” I mean anything of any consequence at all, and you 
bring i in a figure, and that figure has got to be met otherwise we are 
going to destruction. That is the i impression that you convey to the 
country. 

I submit there is a great deal of economy that you can effect and 
thereby reduce the appropriations you are asking for. 
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General Braptey. I do not believe that we say that not appro- 
priating every bit of this means that we are going to lose. It means 
we just take that much greater risk. 

Senator Byrp. Don’t you think you had better take some risk some- 
where rather than the certainty of destroying the economic system 
of this country? 

General Bradley. Yes, sir. I say we must tailor what we spend to 
our capabilities. There is no use in spending ourselves into bank- 
ruptcy. 

Senator Byrp. But you make that statement——— 

General BrapLey. And accomplish the very thing that the Russians 
are trying to get us to accomplish. 

Senator Byrp. You make that statement, and then continue to 
ask for appropriations beyond the ability of this country to pay on 
a current basis. There is no way we can increase the taxes. I have 
been on the Finance Committee for 19 years, and Senator George 
agrees with me, and Senator Millikin agrees, that there is no additional 
burden of taxation that we can put on the people now that we know 
of without doing irreparable damage and injury to our fiscal system 
so what are you going to do? I mean, you state that as an abstract 
proposition, and we all agree with it, but nobody gets down to brass 
tacks and says, “How far would you go and continue to increase and 
increase?” I think we are in for another deficit spending period which 
will last probably indefinitely. We will not balance the budget again 
if we continue—if it is necessary to continue to spend these enormous 
sums for the military, and likewise continue the extravagance in all 
of the branches of Government. 

General Braptey. Mr. Chairman, I wish we could come up here 
and recommend a budget of $10 billion instead of $50 billion, but I do 
not think we wouid be advising you properly, as military advisers, to 
recommend that you maintain oniy the forces that you could buy for 
only $10 billion, because the situation of the world today is not our 
choosing. It is forced on us, and we, I know we all long for the days 
when we can reduce it, when we can reduce the services, but the choice 
is not ours. I do not know how soon it is going to be changed, if it 
does not get worse. 

Senator Byrp. I have been strong for all military preparedness, as 
you know, as a member of this committee. 

General Brap.ey. I know that. 

Senator Byrp. I was strong for universal military training. I 
think that in the end that will be the saving of a large sum of money. 
I think there is a great obligation, a tremendous obiigation, which 
rests upon the armed services to do this work in the most economic 
manner possible, and the waste is just unbelievable that I have come 
in contact with, and in every single branch of the armed services. 

I suppose somebody has paid some attention to Seaator Johnson’s 
committee. At least I hope they have, and he has specifically pointed 
out this great waste is Soqurting I am just talking very seriously 
about it, because I am like Senator Stennis, I do not see any prospect 
in this country without your trimming it. If we have got to continue 
these expenditures indefinitely on this basis, because of the threat of 
war to a democracy over a long period of time, it is just as destructive 
to your economic system as actual war, because actual war you have 
it, and get over it, while the threat of war may last for a very long 
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period, 20, 25 years. If we break down our free-enterprise system, 
then Russia will come over here and attack us. 

You agree with that, do you not? 

General Brapuey. If you break down our economic system you 
probably go to such changes in your form of life and form of govern- 
ment that it would be considerably different from what it is today. 

Senator Byrp. I wish some of you would give a little more regard— 
you may not be experts in the financial field, but some of us have a 
rough idea of what to do—but I wish you would give a little more 
regard to getting the financial stability of this country in a better 
condition by eliminating the waste, civilian employees, and things 
like that. There can be a lot of savings all along the line. 

Senator Srennis. Mr. Chairman, may I say one word on that? 

General Bradley, from my mail—I am not just talking about my 
mail, but congressional mail—I believe there has already developed a 
very serious state of mind with the American people, the taxpayer’s 
mind, the little taxpayers, that the military department is wasting 
his money. Now, that is not an accusation against any of you, but 
that is in their minds, and it is hard to eradicate it, and they express 
it in various ways, but they say, ‘Don’t trust the military on money 
matters.”’ Some express it that way. 

Now, they see things around their own doorsteps in various Army 
camns that confirm that belief, expenditures for barracks, we will say, 
are built so fine and so expensive. They are not talking about atomic 
bombs. They will give you any amount of money you want if they 
think it is going in that direction, but just the spending of their little 
dollars. and they resent it, they do not like it. You cannot defend 
the military on that point before any public audience, and I am not 
trying to lecture you on that, you understand, that is the condition 
that you gentlemen at the top level are faced with, and you are going 
to have to cope with and help us cope with. 

General Braptey. Certainly we regret this as much as anybody. 

Senator Srennis. I am sure you do. 

General Brapiey. Of course, running an establishment of this size 
you are bound to make mistakes. I can look back during the last 
year and find ways in which I could have saved money in my own 
household. 

I am not saying we do not waste it from time to time—we all do it. 
I am not surprised, though, that they talk about it because it is the 
criticism that people like to read. 

I believe Senator Johnson’s committee, for example, got out some- 
thing like a 13-page report here not long ago. Twelve pages were 
quite complimentsry, and one page pointed out these things. What 
page got the publicity? It was the one page. The other 12 pages 
did not get any publicity. They do not know the good things we 
are doing. 

You take all these columnists, they do not write about the good 
things we are doing. 

Senator Stennis. We know that, men in public life know that, but 
I am just talking of calling your attention to a public relations problem 
that the military has. 

General Braptey. I believe we ought to do everything we can to 
avoid waste. 

Senator Stennis. That is all I have. 

Senator Byrp. Senator Cain? 
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LOWER COST OF MAINTAINING ALLIED FORCES AS A POSSIBLE FACTOR IN 
REDUCING OUR FORCES AND EXPENDITURES 


Senator Carn. Well, Mr. Chairman, I respect the testimony which 
has been offered to this committee, but my own obligation and that of 
the committee is to exercise our own judgment on it, and my concern 
is that one of the great risks which face us is that of wrecking an econ- 
omy without ever having a shot fired in anger, so we look for a solution 
in some way. I do not know what the alternative is. 

I do have, however, General Bradley, a copy of a letter which was 
written under date of March 11, 1952 , to Senator Wiley of the Foreign 
Relations Committee by Maj. Gen. C. P. Cabell, United States Air 
Force, who is the director of the Joint Staff. 

On the second page of the letter he says 

General Brapuey. Yes, sir, that is a classified paver. 

Senator Carn. Well, sir, you are to read this record and cut out 
from it, as you did in the MacArthur hearings, what you think should 
not be issued, presumably, in the public record. I think you need 
have no concern on that score, sir. 

I will not be literal ia referring to the letter. On the second page 
there are listed the average military personnel cost of principal NATO 
countries in United States dollars, what it costs us per individual being 
common knowledge; it is listed here as being $3,038 for an American 
soldier on an annual basis. 

My question is, if you do not have it, would you be able to provide 
us with the cost of maintaining soldiers in Pacific areas on an annual 
basis, such as Japan, Korea, the Republic of China, and so on. The 
point I am getting at is this: We may find a way in the future in which 
to provide moneys to support the maintenance of allied soldiers, 
thereby reducing, we would hope, the need for maintaining as large a 
military establishment as we have today. 

Some several weeks ago General Chase was with us, and he came 
from Formosa. During his testimony he indicated that a soldier in 
Formosa could be maintained for roughly $300 a year. 

Is the Defense Establishment, General Bradley, giving serious con- 
sideration to the possibility of using moneys in support of or main- 
tenance of our allied armies in expectation that we might be able at a 
future date to reduce the too large size of our standing establishment, 
sir? 

General Brap.iey. Well, there are in this bill some sums that per- 
tain to that. 

Senator Carn. Yes. 

General Brapiey. However, that doesn’t necessarily mean that 
that is going to equip those forces to a point where they can replace 
our own. 

Senator Carn. I was not thinking precisely of that. I was think- 
ing of the future in which there would be maintained in the free 
world such forces to protect the free world, and the cost of the main- 
tenance of that over-all establishment would more nearly be on the 
lower cost of maintaining foreign armies than on the larger cost of 
maintaining our present establishment. 

On or off the record, it helps the thinking of this committee to 
know that that is intended as the expectation for the future—if, by 
way of argument, I assume that future costs for maintenance of 
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freedom’s military forces must be largely borne by the United States— 
what I would like to think some day is that we could have four divi- 
sions of a friendly nation maintained for the cost, Senator Stennis, 
of one division to be maintained on an American basis. 


DELAY IN BRINGING SPAIN INTO EUROPEAN DEFENSE SET-UP 


With reference to that particular question, General, and I just 
cannot express how deeply and seriously we are concerned, I am not 
satisfied, as a member of this committee or of the Senate, with expla- 
nations about the tardiness in doing business with Spain. 

Now, everyone seems to agree that Spain has certain needs yet to 
be fulfilled, but it has geography which is tremendously useful to us, 
and certainly it has hundreds of thousands of soldiers, and the fact is 
that this committee and the Congress are being urged in very strong 
terms to appropriate literally billions of dollars, because not to do so 
is to jeopardize the security of freedom. Yet, right smack on the 
western flank of the free world in Europe there is an asset which we 
coyly talk about, but seem not to reach agreement with, and if you 
cared to add anything to what the Secretary of State said, I wish 
you would do it, sir. 

Senator KNowLanp. I wonder if at that point, Senator Cain, if I 
may interrupt to add, this one additional factor, which General 
Bradley or Admiral Fechteler might care to talk on. It was my very 
definite impression that while Admiral Sherman was alive there was a 
sense of some urgency to move ahead with bringing Spain into the 
defensive set-up. 

The impression, perhaps wrongly held now, is that there seems to 
be a lesser sense of urgency on that program than there was formerly, 
and I would like some clarification on that, if possible. 

(Reply off the record.) 

Senator Carn, I have but one other question, which I would like 
to direct to General Twining, if I may. 


CONSTRUCTION OF MOROCCAN AIR BASES 


You were here this morning, General Twining, when I directed a 
question to the Secretary of State about the Moroccan air base 
construction problem. 

Would you tell us why the Air Force, which initiated that con- 
struction, was not advised by the appropriate department of the 
Government, which might have been, presumably was, the State 
Department, that an agreement to cover the acceptance in Morocco 
of American personnel and equipment had not been agreed to between 
the protectorate government and the Government of the United 
States prior to the attempt to begin construction in Morocco? 

General Twinina. Senator Cain, I cannot give you a direct answer, 
but the circumstances in connection with the building of the bases in 
Morocco were the fact of urgent necessity. We had to get in there 
right now andmove fast. That was the basis of the whole thing. So 
the plan was to get the equipment together, get the contract, get all 
set and get the general agreement to go in there into the general area 
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all right, but the specific details of where these bases would he and 
how many people and all that had not been worked out, and the plan 
was to get it worked out while we were building the bases, and save 
the time. 

Unnecessary delays developed, which caused delays in construc- 
tion, and excess costs. 

Senator Car. I think they were only unnecessary because of the 
fact that the governments involved never did have an agreement. 

General Twintna. Yes, sir. 

Senator Carn. The Air Force never had a chance in the world of 
having those bases constructed at the end of the 6-month period 
because you cannot construct a base unless personnel are permitted 
to work on the construction. 

I asked the question—I know you consider it to be a legitimate one, 
because we will be faced with urgent needs in the future, but the first 
urgent requirement is to have the government concerned know what 
they want to do before branches of their respective governments are 
directed and urged to attempt to do the impossible. It is just as 
simple as that. 

When Senator Byrd talks about waste and extravagance, there was 
no intention on the part of the Air Force to be extravagant, but they 
were extravagant, and the result was extraordinarily wasteful, in my 
view, because when the Air Force said, “Get that business accom- 
plished,’ the constructors recruited the men, attempted to get them 
into Morocco, and were refused admission because these political 
agreements had not been reached, and if the waste was, let us say 
modestly, a million dollars, I still think on today’s market that a 
million dollars can buy quite a number of pork chops. 

So, again, we want to press that. 

Senator Jonnson. I hope, after listening to the hearings, that you 
do not think that a million dollars is a realistic figure. 

Senator Carn. I said, to be most modest, and to be guilty, perhaps, 
of the greatest understatement of the age. 

Senator Jounson. I just wanted to underscore the Senator’s 
modesty. 

Senator Carn. I want to say that the Senator from Texas, Mr. 
Johnson, who is the chairman of the subcommittee, has per mitted me 
as an ex officio member, to sit in on those hearings, and I have a 
great admiration for what he seeks to accomplish, which is to de- 
termine why the mistakes were made, in order that such mistakes 
would not be repeated in the future. We just cannot afford to throw 
away a nickel. 

I think the story of that attempt in terms of history is about as 
amazing and fascinating as any chapter anybody could read anywhere. 

We Americans, I guess, can more nearly accomplish the impossible 
than can a lot of people, but you cannot build five air bases in 6 
months if you are not going to be permitted the people to work on the 
construction jobs, and somebody made a mistake in judgment which, 
I am guessing, General Twining, obviously was on a management 
level, sir, higher than your own. 

I thank you, Mr. Chairman. 
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UNITED STATES ABILITY TO PROVIDE UNITED STATES AND NATO AIR 
EQUIPMENT 

Senator KNowLanpb. Some of these countries that are getting this 
equipment are going to be actually able to maintain the luxury of it 
while we are putting ourselves in the position where, in fact, we are 
going to have to take over not only the expense of our own air power, 
which we yet have not been able to get up to where most of us feel that 
it should be, and assume the burden of their air power with very 
expensive equipment, which they may not be able to either maintain 
or replace when the obsolescence starts to come, as it is inevitable 
that it will come, in a few year’s time. 

General Twinina. I think the problem there is to give those people 
this equipment so that they can grow up to it, and can later manu- 
facture similar equipment and maintain it. 

Senator KNowLanp. What about the Navy situation in the Far 
East? 

(Reply off the record.) 

Senator KNow.Lanp. Of course, I fully appreciate the importance 
of that NATO program—land, sea, and air—and voted to encourage 
it, and if the situation is so urgent that in addition to the equipment, 
naval equipment we are giving them, and land equipment we are 
giving them, we should give them some air, and it is not satis- 
factory to give them some of the same type of planes our own men are 
fighting in in Korea—that is, not the groups that are the latest and 
modern versions—then it seems to me our program that we should go 
frankly to the country on is that we must expand our production to 
the extent of completely modernizing our own naval and air power 
from the Air Force point of view, with such additional production as 
will take care of these countries. 

After all, I think that this is the basic heartland of the free world. 
I think the industrial productivity of ultimately saving the world 
rests on this country, and unless we are able to do that, we have no 
atomic production, we have no industrial production. We do not 
have the ultimate source of seeing that the victory is ultimately won, 
and I feel just as strongly on naval air as I do on the Air Force. 

Senator Byrp. Any further questions? 

Senator Carn. Will you permit me to ask this? 


AMMUNITION SITUATION IN KOREA 


General Bradley, you may care to broaden the record which, in 
part, has become public on this question of the status of ammunition 
in Korea. I would like to read very briefly from someone’s radio 
broadcast that was put in my hands after I got into the meeting. It 
was just sent in. I do not know its source, although I will be very 
glad to find out, but it was made over some radio network, and includes 
a serious allegation, which I think ought to be considered by the 
Defense Department. 

In part, this script reads: 

It has now been learned that the Pentagon never intended to produce any new 
ammunition for the Korean war. From the beginning, and until as late as last 
September, the intention was to fight the whole war with left over ammunition 


from World War II. 
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Further along it makes this comment: 


While General Collins was reading his prepared statement to the Senators, a 
special communique was arriving at the Pentagon from Far East headquarters 
dealing with the same subject. So, let us look at both statements together. 
General Collins—these are his words— said, “Some of the most important am- 
munition types have been rationed because World War II stocks are just about 
gone and production still does not equal normal battle expenditures,” but the 
Army communique from the Far East said ammunition is plentiful in Korea, 
“It is rationed but allocations are considered adequate in the present tactical 
situation. It is rationed to save money and maintain an ammunition reserve, 
a normal military precaution,” and so said the Army’s Far Eastern Headquarters. 

That brings us back to General Collins. He said that if combat in Korea should 
continue or if our troops in Europe were attacked we would have no reserves— 
notice, he says ‘‘no reserves”—of some of the most important types of ammunition 
but the Army communique said a general reserve is being maintained by rationing. 


My wish, General Bradley, would be merely to call this to your 
attention. 

Senator Jonnson. Senator Cain, at that point, I discussed with the 
chairman yesterday before the meeting ended the wisdom of putting 
into the record Secretary Pace’s answer on the ammunition situation. 

Senator Carn. Is this too broad a charge? 

Senator Jounson. This reply is rather brief, and if the members 
would like it, I would like to read it into the record now. 

Senator Carn. Would you permit me to finish this one statement. 
I did want to call it to the attention of you gentlemen. I would be 
perfectly willing to give you the script, which I had not previously 
seen, so that you might. ¢ ‘are to look into the matter further, and 
prov ide the commiitee ith any additional information. 

Senator Byrp. Is that identified, Senator Cain, as to who made 
the speech? 

Senator Carn. No; I will determine that, sir. 

Senator Byro. I think that should be included in the record. 

Senator Cain. Well, you see, a member of my staff brought this 
to me this morning. 

Senator Byrp. I me in, you could furnish the committee with the 
name. 

Senator Carn. Oh, very easily. 

Senator Byrp. I do not think you ought to put an anonymous 
statement in. 

Senator Carn. The name of the commentator is Willis Ballinger, 
and it was given over the Liberty radio network on May 6 or 7. 

Senator JoHnson. This is a letter dated May 7, 1952, and is in 
response to an inquiry that we prepared, the Preparedness Committee 
made of the Secretary of the Army with reference to the ammunition 
situation, following the receipt of several inquiries from Members of 
the Senate, and it is directed to me as chairman of the committee and 
is as follows: 


Dear Senator Jounson: This is in response to your request for a report upon 
the ammunition supply in Korea. Please consider this in the nature of an interim 
answer as I should like Generat Collins who is out of town until Friday to partici- 
pate in the preparation of a more detailed reply that we shall send you late this 
week or early next week. 

The ammunition situation in Korea at the present time is relatively easy because 
of the reduced scale upon which operations have been conducted for t 1e past 6 
months. These conditions have permitted an adequate expenditure of ammuni- 
tion together with the gradual building up of operational reserves of nearly all 
ammunition items. Such rationing as now exists in Korea is primarily to assure 
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that the ammunition expended will be used with maximum effect. However, 
this has not been the situation at certain times in the past nor is there assurance 
that it will continue. 

The Army entered the Korean conflict with rather large stocks of ammunition 
remaining from World War II but with no ammunition production of any con- 
sequence in being, Appropriations by the Congress for the manufacture of 


ammunition began with the second supplemental fiscal year 1951 appropriation 
bill enacted January 6, 1951— 


I think that is important to remember that date— 


Some further funds were made available by the third supplemental of the same 
fiscal year and there was considerable appropriation in the fiscal year 1952 act. 
‘These funds have been utilized to establish production lines and to order ammuni- 
tion therefrom. Thus far, the production resulting from these lines has been 
relatively small for, as you know, it takes approximately 17 months to bring an 
ammunition line into volume production from a standing start. We feel we are on 
the threshold of volume production and that fiscal year 1953 will see the delivery 
of nearly all the ammunition now on order and not yet delivered, in fact the major 

art of the ammunition provided for by the Congress in fiscal years 1951 and 1952. 
The production has been so scheduled that the rate of delivery in fiscal year 1953 
would be adequate to take care of combat of as violent a character as has yet 
obtained in Korea and adequate under these circumstances for the forces deployed 
there. 

While awaiting this production our stocks of World War II ammunition were 
not adequate in all respects to maintain the desired rate of ammunition expenditure 
in Korea under the most violent combat conditions. It was found that under the 
circumstances obtaining in Korea ammunition of many types was expended at 
far greater rates than the average of World War II experience. 


Senator Carn. Read that sentence once more, will you? 
Senator JoHNSON (reading): 


It was found that. under the circumstances obtaining in Korea, ammunition 
of m=sny types was expended at far greater rates than the average of World War 
II expeMence. Consequently we were faced simultaneously with a demand which 
at times doubled overnight and with a dwindling stock on which to draw. The 
result has been rationing of certain types of ammunition. 

While there have been difficulties attached to the ammunition program I do 
not feel that there is blame which is properly assessable to anyone. 


We had asked him who was responsible for it, and why, and so 
forth, the Congress, the Department, the powder companies or who 
it was. 


The Gongress has provided funds, and the money has been put to work. There 
has, of course, been difficulty in obtaining machine tools as rapidly as desired, a 
problem with which you are, of course, familiar. There have also been other 
difficulties in production which were not anticipated. In spite of these, our 
troops have been supplied with ample ammunition to give a superb account of 
themselves and have not been in jeopardy because of any failure in the ammuni- 
tion supply. The real danger, if I may remark upon it, lies in the possibility 
that an expenditure limitation or similar action by the Congress might stop or 
lessen the delivery of ammunition in fiscal year 1953 for which Congress provided 
the money in fiscal years 1951.and 1952. It was the serious situation arising from 
the expenditure limitation of section 638 of fiscal year 1953 appropriation bill 
that led to the airing at the present time of the ammunition situation. 

Let me again say that this is only an interim reply and that General Collins 
will supplement this letter with additional data upon his return. 

Sincerely, 
Frank Pace, Jr., Secretary of the Army. 

Senator Carn. May I ask if that is a classified letter, Senator 
Johnson? 

Senator Jonnson. No. As a matter of fact, it was planned to 
release that letter yesterday, but was not because they brought it 
in here, and I thought we ought to put it into the committee record 
in view of some of the questions that were being asked. 
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While we are on that point, Mr. Chairman, I think that if the mem- 
bers of the committee do not have any objection, I would like to ask 
permission to insert in the official hearing record of this committee 
a wire made public yesterday that was dispatched to General Ejisen- 
hower by the chairman of the Senate Committee on Foreign Relations, 
and General Eisenhower’s reply on the subject of the legislation now 
under consideration. 

Senator Byrn. If there is no objection, it will be inserted. 

(The documents referred to are as follows:) 


Tue Foutiowine Is tHe Text or CarRLeE From Senator Tom CONNALLY TO 
GEN. Dwicut D. E1sENHOWER 
May 5, 1952. 


To: Gen. Dwight D. Eisenhower, Supreme Headquarters Allied Powers Europe, 
Paris, France. 

Senate debate on mutual-security legislation starts today. As you know, For- 
eign Relations Committee without objection has reported bill making $1 billion 
over-all cut in President’s request, including reduction title I military aid from 
$4,145 million to approximately $3,620 million and reduction in title I Defense 
Support from approximately $1,819 million to approximately $1,589 million. 
Some members of Senate urging deeper cuts. In view of these facts would appre- 
ciate having your attitude particularly concerning effect further substantial reduc- 
tion would have on development of necessary military build-up in Western Europe 
and on security of United States. I, of course, and all members of committee eager 
to keep cost of program as low as possible without impairing our structure for 
collective defense so painfully built up under North Atlantic Treaty. Believe 
Senate would attach great weight to your views with respect to probable effect 
proposed cuts would have on ability of our European allies to meet Lisbon goals 
and continue military build-up at desired rates after 1952. If you feel such cuts 
would materially retard necossary European military build-up, would appreciate 
your views on resulting effect on United States military security in light of your 
evaluation of Soviet aggressive threat. 

Tom ConNALLY, 
Chairman, Senate Committee on Foreign Relations. 





Tue Foutuowine Is tHE Text oF CaBLE TO SENATOR Tom CONNALLY FROM 
GENERAL Dwicut D. EISENHOWER 
Priority. 
From: Saceur, Paris, France, from General Fisenhower. 
To: Department of the Army, Washington, D. C., pass to Hon. Tom Connally, 
Chairman, Senate Committee on Foreign Relations. 
No.: AP83964. 61210Z May 52. 

Dear SENATOR CONNALLY: In response to your request, I furnish the following 
statement of views concerning the Foreign Assistance Program as it app.ies to my 
command. You asked particularly for my views as to the amount proposed, and 
the effects of possible cuts below that amount. This reply is essontially a summary 
of the conclusions presented to your committee by General Gruenther in March. 

First, please permit me to draw attention to the fact that over the past several 
years I have publicly insisted on the importance of America’s solvency to her own 
security. I am keenly aware that Congress has the onerous responsibility of 
weighing and balancing the obvious risks of attack against the equally obvious 
risks of ruinous spending. 

As you know, my own headquarters does not compute the specific money 
figures for the various elements of the program, but we do recommend the com- 
position of the military forces required and the essentials of expansion programs 
for developing collective security. In order to answer your request I must 
therefore make certain assumptions which cover matters outside my direct 
cognizance but which I nevertheless have every reason to believe are factual in 
their application to the program as actually prepared and submitted to the 
Congress. Specifically, these assumptions are: (a) That the financial computa- 
tions have been carefully and competently made on the basis of our military 
requirements, (b) That strong efforts are being made to do this on an austerity 
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basis, both as to design and quantity. (c) That we are passing through what 
must be regarded as an emergency period. The free world and particularly the 
United States could not afford, indefinitely, to provide the sums for military 
purposes that are now being allocated. As quickly as a satisfactory defensive 
posture has been established in our vital areas we must pass to a maintenance 
condition in which each cooperating nation will be largely responsible for its own 
forces. (d) That the Mutual Seeurity Program as proposed to the American 
Congress has been adjusted to provide for maximum effort on the part of 
cooperating nations. 

Froceeding from these assumptions, it iS apparent that any cut in the program 
would inevitably tend to curtail or retard the build-up of forces. Manifest, in 
calculations of this scope and magnitude, moderate-sized cuts can be absorbed 
without critical damage. But substantial reductions in end-item aid would slow 
up the formation and impair the readiness of units. Reductions in defense sup- 
port would have a peculiarly adverse effect, since available production facilities 
in Europe couod not be put to use for lack of a critical fraction of their raw ma- 
terials and other requirements. ‘This would mean of course that nations depend- 
ing upon receipt of scheduled end items or materials could not make maximum 


use of available manpower, manufacturing facilities, and training installations. | 


While we here are not in position to compute in detail the effects of specific fund 
reductions, it is quite clear that in terms of impact on our mi.itary programs, an 
aggregate reduction of the order of a billion dollars would be heavily and seriously 
felt. Any cut materially greater than this would create such difficulties that a 
drastic revision of the whole program might well be indicated and might there- 
fore endanger the proposed military build-up now visualized, and which I con- 
sider essential in the interest of United States security. 

I believe the American approach must always be to weigh these questions in 
terms of the effects upon the security of the United States. At a time of such 
heavy costs as the United States is incurring it is more essential than ever that 
each dollar be mace to count to the maximum, It is my understanding that our 
Mutual Security Program was adopted because of a conviction that there is no 
acceptable alternative. The development of collective security through cooper- 
ation is obviously more efficient and less costly than for any one country to 
attempt to achieve it alone. 

There can be little question but that our policy of aiding free nations in their 
own defense has been producing a gradually improving stability on the inter- 
national scene. The situation is better than a year ago and the outlook for 
peace has improved markedly since the initial decision by the Congress more 
than 2 vears ago to embark on a large-scale military assistance program. The 
degree of this } rogress is perhaps best reflected in the redoubled efforts now 
being exerted by the iron-curtain world to weaken unity in the west and to block 
further constructive steps such as those relating to the European defense force 
and the i tegration of Germany into the Western European complex. 

In tre SHAPE annual report submitted about a month ago, we reviewed prog- 
ress achieved in the European region well into 1952. If we are to achieve com- 
parable and greater progress here during the remainder of this year and in 1958, it 
is manifest that unflagging joint efforts are required, and that the programs of aid 
in military end items and defense support must be buttressed by sufficient approp- 
priations to enable the recommended build-up to go forward. 

My final observa‘ion is that America—in partnership with others, is participat- 
ing in a program that has the ultimate aim of security and peace. Attainment 
of this goal remains nec>;sary regardless of the exact speed of progress in any 
one fiscal year period, My own belief is that this purpose will become more 
expensive if it i3 unnecessarily postponed, dragged out, and delayed. It seems 
to me to be in America’s interest to attain as quickly as possible a satisfactory 
posture of defense in the free world so a3 to relie.e us of the necessity of further 
build-up and plac? us substantially on the maintenance basis, 

The foregoing statement is for such use, public or private, as you may deem 
desirable. 

Dwicuat D. E1rsennownr, 
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ESTIMATED JET FIGHTER PRODUCTION FOR FISCAL YEAR 1953 


Senator KNowLanp. Mr. Chairman, I would like to ask General 
Twining or General Bradley to get the information. if not to supply it 
to us, of our jet-fighter production estimated for the coming fiscal year; 
what percentage of that is going to the MDAP program. 

(Reply off the record.) 

Senator Jounson. That is for fiscal year 1953? 

General Twinina. Up to 1953, including what has gone. 

Senator KNowLanp. That is including jets and any “moth ball’; 
we have turned over to the British out of “moth ball,” some of 
the B-29’s? 

General Twintnc. Excuse me, that is the whole program. That 
includes all types. 

Senator Jonnson. That is what I want to make clear. I do not 
think you understood Senator Knowland’s question. 

Senator KNOWLAND. I want to know of the new jet production. 

General Twinina. I will get that for you. 

Senator Jounson. The jet production that will be produced 
between July 1, 1952, and July 1, 1953, the estimated production, 
how muck of it will go to us and how much to them. That is what 
you are asking? 

Senator KNowLAND. That is right. 

Senator Byrp. Will you furnish that, General, for the record? 

(The information furnished was of a classified nature and hence 
not included in the record.) 

Senator Byrp. Any further questions? 

Thank you very much, General Bradley, and thank you very 
much, gentlemen. 

The committee will recess until 10:30 a. m. Monday. 

(Whereupon, at 12:40 p. m., the committee recessed, to reconvene 
at 10 a. m., Monday, May 12, 1952.) 
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TUESDAY, MAY 138, 1952 


UnitTep States SENATE, 
ComMiITTEE ON ARMED SERVICES, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:10 a. m., in 
room 212, Senate Office Building, Senator Harry Flood Byrd (pre- 
siding). 

Present: Senators Byrd, Johnson of Texas, Stennis, Long, Know- 
land, Cain, and Flanders. 

Also present: Verne D. Mudge and Mark Galusha of the committee 
staff. 

Maj. Gen. George Olmsted, Director, Office of Military Assistance, 
Department of Defense; and C. Tyler Wood, Associate Deputy 
Director, Mutual Security Agency. 

Senator Byrp. The meeting will come to order. 

Senator FLanpEers. Mr. Chairman, since I have to leave, I would 
like to say just a couple of words. 

In, the first place, l‘would ask to be recorded as wishing to vote out 
this—is it a resolution or a bill? 

Senator Stennis. It is a bill. 

Senator FLanpers. I wish to vote it out in the form in which it 
was received. 

The points brought up by Senator Knowland yesterday, it seems 
to me, are very much better taken care of by such a study as I pro- 
posed yesterday to be done at a later date, and with some leisure, 
than to attempt to change this bill as it has come to us. 

So, I wish, while I cannot be here, to be recorded as voting the 
measure out as it came to us, and also as feeling that the points 
raised by Senator Knowland, and that other related points should 
have close study by this committee before this Congress adjourns. 

Senator Byrp. Thank you very much, Senator. You will be so 
recorded. 

SENATOR KNOWLAND’S PROPOSED AMENDMENT 


The chairman desires te make this statement. At the conclusion 
of yesterday’s meeting, the committee decided to reconvene this 
morning in an effort to secure final disposition of the pending bill, 
the Mutual Security Act of 1952. 

The amendment offered by the Senator from California, Senator 
Knowland, looking toward a limitation on the authority of the 
Director for Mutual Security to transfer jet aircraft to foreign nations 
until our own forces had been fully equipped, was under consideration, 

The committee had asked that a representative of the Mutual 
Security Administration, the Secretary of the Air Force, the Acting 
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Chief of Staff of the Air Force, and the Deputy Chief of Naval Oper- 
ations for Air be present to testify. 

I note that the Honorable W. Averell Harriman, Director for 
Mutual Security, the Honorable Thomas K. Finletter, accompanied 
by Gen. Nathan F. Twining, and for the Navy, Vice Adm. J. H. 
Cassady, Deputy Chief of Naval Operations for Air, are present. 

I would suggest that they all take seats at the table, and that we 
first hear from Mr. Harriman on the effect of Senator Knowland’s 
amendment on the Mutual Security Program and the defense of the 
United States. 

Mr. Harriman, before you begin, I would like to read a letter from 
Secretary of Defense, Mr. Robert A. Lovett. This is dated May 13, 
and is as follows: 

(The letter referred to follows:) 


Tue SECRETARY OF DEFENSE, 
Washington, May 13, 1962. 
Hon. Harry F. Byrp, 
United States Senate. 


Dear Senator Byrp: The implications of Senator Knowland’s proposed 
amendment to the Mutual Security Act of 1951, curtailing export of jet aircraft 
to our allies, are a matter of grave concern to the Department of Defense. It is 
my firm belief that the restrictions contained in this amendment would be ser- 
iously prejudicial to the security interests of the United States. 

Any strategic plan must include a basis for the establishment of priorities in 
allocation of military equipment. As I indicated in my testimony to your com- 
mittee on May 8, 1952, the President of the United States has established this 
basis by assigning overriding priority to our active operations in Korea. Second 
only to those requirements are the needs of the forees which will first engage an 
enemy in the event of war. In order, therefore, that the defenses of the United 
States may be maintained throughout the world, a pian has been worked out for 
our participation in regional defense arrangements. Our partners in the North 
Atlantic Treaty Organization have engaged to provide forces for the defense of 
Europe in accordance with a plan formalized at Lisbon in February of this year. 
This plan was predicated upon the delivery of certain equipment from the United 
States. The amendment proposed by Senator Knowland would preclude the 
provision of jet aircraft in accordance with the Lisbon plan, and would operate 
to prevent not only the raising of the air forces agreed upon, but probably also 
the sum of the ground divisions dependent on those air forces for support. 

The Mutual Defense Assistance Act of 1949, section 401, provides that no 
equipment or matériels may be transferred if the Secretary of Defense, after con- 
sultation with the Joint Chiefs of Staff, determines that such transfer would be 
detrimental to the national security of the United States, or is needed by the reserve 
components of the Armed Forces to meet their training requirements. I wish 
to assure the committee that this provision of the statute is being strictly observed 
by all elements of the Department of Defense. 

Sincerely yours, 
Rosert A, Lover, 


Senator Byrp, Mr. Harriman, you can proceed, sir, 


STATEMENT OF HON. W. AVERELL HARRIMAN, DIRECTOR FOR 
MUTUAL SECURITY 


Mr. Harriman. Mr. Chairman and gentlemen, I understand that 
not only this letter from the Secretary of Defense has been received, 
but there will be a letter from the Secretary of State this morning, 
which I hope will be brought to the attention of the committee. 

I would like to amplify very briefly what Mr, Lovett has said; and 
Mr. Finletter and the Deputy Chief of Staff of the Air Force are here 
to give you details to explain the meaning of what Mr. Lovett had 
to say. 
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Senator Jonnson. Mr. Chairman, before Mr. Harriman goes on, 
could we include the reply from General Eisenhower to the cablegram 
of Senator Russéll, whith was received yesterday? 

Senator Byro. If there is no objection, it will be received. 

(The document referred to follows:) 


Reporter’s Notrt.—The cablegram from Senator Russell to General Eisen- 
hower to which the following is a reply previously appears on page 2. 


DEPARTMENT OF THE ARMY 
STaTE COMMUNICATIONS OFFICE 


Operational immediate. 

From: SACEUR, Paris, France, Sgd. Dwight D. Eisenhower. 

To: DEPTAR, Washington, D. C., for cll attn Reber Pass Senator Russell, 
Chairman, Senate Armed Sve Committee. 

Nr: AP 84038 121002Z May 52. 


Hon. Ricnarp B. RussKu1, 
Chairman, Senate Armed Services Committee, Washington, D. C. 


Dear Senator Rvusseiui: This message is in response to your request for my 
opinion on the adequacy of foreign aid, in the amount proposed in the bill now 
before your committee, to the job of building up the defenses of the free world 
against aggression. General Gruenther presented to you in March some of the 
major elements of the proposed aid program as they relate to this command. 

First, I should make it completely clear, as General Gruenther reported to you, 
that my headquarters does not prepare financial and material programs. The 
programs we prepare are in terms of military forces required for the defense of 
Western Europe. It is our task to recommend programs for this build-up at the 
maximum rate consistent with manpower, training, and mobilization capacities 
in this area. These are in turn the basis for the calculation by the responsible 
United States agencies of the detailed matériel and financial recommendations. 
Accordingly, we are in position to comment much more directly on the military 
force requirements and build-up programs in Western Europe than on specific 
sums Of money. Specifically, the responsible United States agencies utilized our 
reported force requirements as the basis for the end-item and defense-support 
program for the European area which they presented to the Congress as a part of 
the $7,900,000,000 proposal. 

As stated in our SHAPE report released about a month ago, a good beginning 
has been made in the European security development, but a further period of 
sustained effort still lies ahead of us before an adequate defensive posture is 
achieved. When this: has been accomplished, the beneficial effect on America’s 
security will be very marked. Our security expenditures, both for aid to our 
associates and for the over-all security objective, will then be sharply reduced. 

The adequacy of the present programs must be weighed against the achiev- 
ments of this defensive posture in the shortest possible time and at the least cost 
in money. The security situation requires steady and rapid advance along the 
path of increasing strength together with maintenance of the momentum and 
concentration of effort which has been achieved. Already the accomplishments 
in these fields are providing returns of the greatest value to the United States 
and other countries alike in keeping this area firm in the face of Soviet threats 
and aggressive pressures during the period while adequate security forces are 
being built. 

Schedules and estimates of the kind and size included in the program pre- 
sented to you are not, of course, inflexible. Limited adjustments can be made 
without disruption or critical damage, even though each reduction of funds will 
normally tend to be reflected in some delay, lower state of readiness, or reduction 
in forces formed. A specific risk is that of dragging out the program to the point 
of increasing greatly the total cost. A cut of such a size as to require abandon- 
ment or complete revision of basic schedules now guiding the build-up might 
well have far-reaching repercussions. The nations of Europe would then have 
to defer such activities as call-up of manpower, building of training installa- 
tions and airfields, and the placing of contracts for indigenous types of produc- 
tion which are keyed to these basic schedules. One of our prime purposes of 
course is to encourage and permit maximum output on their part. 

The bill before your committee represents a proposed cut aggregating a billion 
dollars, with a substantial portion falling on this area. I cannot, of course, com- 
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ment on the impact with respect to areas outside the scope of my responsibility. 
Quite obviously also, I cannot comment on the relative desirabflity of a cut of 
this sizé in the budget for this particular program as Against particular cuts 
elsewhere or over-all reductions through further rigid economies throughout all 
categories of Federal expenditure. It is clear, however, that the retardation in 
the build-up of forces which would be necessitated by a cut of the size already pro- 
posed would have what would necessarily be classed as a substantial impact in 
this area. We would of course attempt to make adjustments compensating for 
this action but would expect to encounter a series of difficult problems, especially 
with respect to rephasing the related preparations of our European allies. Auy 
reduction substantially greater would add an even more difficult type of complica- 
tion to our problems here. While I am unable to establish the level at which 
these retardations could be classed as directly damaging to the security of the 
United States, I am sure that at anything materially greater than the. billion 
mentioned, their effect would be profound, both in discouraging our friends and 
in encouraging those potentially hostile to us. 

I have repeatedly stated my view that we should build toward adequate levels 
of strength but only as rapidly as our economi¢ capability permits without 
endangering its basic soundness. Our security objective should be to shift to 
a sustaining type of operation with its substantially lower costs as quickly as 
weean. Asa final point I recognize fully the grave responsibility of the Congress 
in weighing the costs of programs of this magnitude against the threats to our 
security which necessitate them. I am well aware what a heavy burden the 
sums programmed for 1953 represent. Our hope is that the free world will soon 
reach a point where it can defend itself without relying so heavily upon American 
military strength and assistance of this nature. We are making progress—both 
for security and for peace. 

This statement is necessarily general in nature. However, it is as specific 
as the particular field of work on my headauarters permits. My personal view 
is that any cut for this year of much greater magnitude than 1 billion dollavs 
would in the long run be uneconomic if we are to carry on to the reasonable level 
of collective security that our own safety demands. 


Mr. Harriman. I was, perhaps as you know, involved in the pre- 
liminary work which led to the adoption of the Lisbon plan, and I am 
personally familiar with the importance of furnishing by the United 
States of certain types of aircraft. 

I will not go into the details, as I think my associates can explain 
what I mean by certain types of jet-aircraft. We must have a bal- 
anced air force in Europe; and, as Mr. Lovett says, without our 
assistance, there would be an unbalanced air force, which would be 
utterly inadequate to support the ground force build-up, including 
our own forces, you must remember, that are stationed in Europe. 

From our analysis, I can say that it was our opinion that the air 
build-up even now lags behind for the build-up of the ground forces 
and, therefore, the build-up of the air should have the highest possible 
priority that can be given to the efforts of the United States and of 
our allies in Europe. 

Senator KNow.anp. Mr. Harriman, right at that point, if you do 
not mind an interruption, what is now being done by the several 
European countries in the production of jet airplanes? I roticed an 
article in the New York Times this morning to the effect that Senator 
Johnson’s committee has apparently been having some discussion 
with the Department of the Air Force who, as I understand it, have 
taken the position that, because of the necessity for jet production 
for the military, that jet production, commercial production, should 
not go on in the United States. 

Yet, just recently, the British have apparently moved ahead of us 
in commercial jet production, with this flight from London to 
Johannesburg. 
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What is being done to encourage or see to it that our allies are 
operating under the same sense of urgescy that apparently makes 
our Air Force feel that we should lag in commercial production in jets 
in order to meet the military needs of jet production? 

Mr. Harriman, Well, possibly, Mr. Finletter can give more details 
on that, but I can tell you this, that the British started many years 
ago on planning production of commercial aircraft using jets. The 
British are way behind us in terms of producing commercial aircraft, 
and most of their lines or many of their lines are using—have bought 
aircraft either from ourselves or from Canada. 

They have converted the largest part of their industry to the 
production of military aircraft, but they are continuing some rela- 
tively small, I believe, production of transport aircraft that are using 
jets. 

Perhaps, you can give the details, Mr. Finletter? I have not been 
informed of the numbers of aircraft being developed for commercial 
use, but they are relatively small and, of course, transport aircraft 
have certain values in our whole military concept. 


STATEMENT OF HON. THOMAS K. FINLETTER, SECRETARY, 
DEPARTMENT OF THE AIR FORCE 


Mr. Frntertrer. Mr. Chairman, I can only add to what Mr. Har- 
riman has said the fact that the Comet, which is the aircraft which 
made the trip to which the Senator from California has referred, was 
planned and building started long before the build-up at the begin- 
ning of the Korean war. I have not got in my mind the exact num- 
bers of engines which are involved in the British commercial plan, 
but I am sure that it is extremely small, and does not represent any 
diversion of jet engines from military production to civilian 
activity. 

As far as the airplane itself is concerned, it is not the type of air- 
frame which would be useful as a military matter, except possibly as 
second-line logistics supply. 

Senator Know.anp. Mr. Secretary, do you have definite know- 
ledge as to, now, that they had their pilot model or whatever you 
want to call it, which has just made its first run to Johannesburg, as 
to the number of similar or roughly equivalent planes that are now 
on production lines in Great Britain? 

Mr. Finuterter. I do not have exact figures on that, Senator Know- 
land, but I will be glad to get them and furnish them for the record. 
I feel safe in saying that the number is extremely small. 

Senator KNowLaNpb. I would like to ask, Mr. Chairman, that at 
this point in the record, there be inserted the article which appeared 
in the New York Times of Tuesday, May 13, 1952, under the head- 
ing, ‘‘Air Force opposes United States jet airliners,’ to which I have 
referred. 

Senator Byrp. If there is no objection, it will be inserted. 

(The article referred to follows:) 
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Arr Force Opposes Unirep States Jer AIRLINERS 


IT TELLS SENATORS DEVELOPING CRAFT MIGHT HAMPER MILITARY OUTPUT—CAB 
URGES START 


WasHinctTon, May 12 (UP).—The Department of Defense told Congress today 
that it opposed ‘de velopment of civil jet airliners at present because such a move 
might interfere with military aircraft production. 

The Department’s attitude on several bills to aid civil aircraft development was 
revealed in a letter from Edwin V. Huggins, Assistant Secretary of the Air Force, 
to Senator Edwin C. Johnson, Democrat, of Colorado, and chairman of the 
Senate Commerce Committee. It was read at a committee hearing by Col. 
John D. Bridg:s, of the Air Force. 

The British Government has put its blessing on plans to double output of jet- 
proplled passenger planes of the Comet type which began service between London 
and South Africa recently and will be flying between New York and Bermuda in 
about a year. 

British officials have said their country will pursue its jet transport lead ‘‘despite”’ 
the rearmament drive. 

Donald W. Nyrop, chairman of the Civil Aeronautics Board, told the committee 
that Britain’s performance, at a time when the United States had only blueprints 
of jet passenger planes, had made action ‘“‘urgent.”’ 

He said that Britain now was at work on a new-type Comet that would be 
flying the Atlantic in 18 to 20 months. He said it would take the United States 
5 to 7 years from the day it started a jet project to reach to point Britain reached 
a few days ago. 

Mr. Nyrop proposed legislation under which the Government would pay 75 
percent of the development costs of new jet transports up to $15,000,000 each 
through Government loans. 

If manufacturers sold as many as 15 airplanes the loans would be washed 
out. If after development no planes were sold the loan would have to be 
repaid over a 10-year period at 1-percent interest per year. The amount of the 
loan would be reduced $1,000,000 for each plane sold to an airline through the 
fifteenth. 

Manufacturers would bear the full risk of production too'ing costs and actual 
production which runs into millions of dollars, Mr. Nyrop said. The Govern- 
ment would underwrite a 12-month service test for new types under his pro- 
posal. He estimated that would cost $1,000,000 for each new type. 

Senator Jobnson has requested the aircraft industry which presented a dis- 
united front on pending bills to comment on Mr. Nyrop’s proposal. Mr. Johnson 
labeled the Defense Department’s position “entirely negative.’ 


Mr. Harriman. I might add this comment, which may have a slight 
bearing on this problem: When I talked to Field Marshal Slim of the 
British Army, he told me that one of the greatest needs of the British 
Army was transport aircraft. The British are way behind us on 
availability of transport planes, and hope to be able to get additional 
transport planes from us in addition to what has been ‘contemplated 
under this bill. 

Senator KNowLaNnp. You understand, Mr. Harriman, that this 
amendment in no sense would prevent us from turning over additional 
transport planes as long as they were not jet planes, so that phase of 
the problem, whatever the policy of the Government was, would not 
affect it. 

Mr. Harriman. But I would like to get into the record that the 
British are way behind us in the construction of commercial aircraft 
which might be available for military transport. 

If we are unable to do what we have planned to do under the Lisbon 
plan, I am very fearful of the morale effect on the whole NATO 
situation, and the Lisbon plan. I think we should also bear in mind 
that we are at a very critical stage in the discussions regarding the 
European defense community, the “bringing of Western Germany into 
the defenses of the west; and myself, to me, it was quite clear that the 
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first objective of the Kremlin today is to attempt to destroy the unity 
of the North Atlantic community, which has been built up with great 
care. 

We have the initiative in Europe. They want to destroy the unity 
that does now exist and, perhaps, above all else, block the bringing of 
Western Germany into an association with the west and participation 
in the North Atlantic defenses. 

That, as I say, is at a critical phase; it is in the last stages of its 
negotiation, and if this amendment were adopted I would be very 
fearful that it would have a fundamental effect on the culmination of 
those negotiations, 


(Statement deleted for security reasons) 


Now, there are other factors; this whole question of flexibility in 
meeting the dangers which come from the Kremlin in various parts 
of the world, and I think it would put us in a very weak position if 
we were tied to any prearranged plan of priorities of the use of our 
production. 

We have seen in Indochina the developments there which required 
the diversion from other areas of matériel which made it possible for 
the French and the Indochinese forces to hold the Communist attack 
there, and that might happen in other parts of the world, particularly 
if they knew we were tied to a prearranged priority plan. 

Senator Know.anp. Mr. Ambassador, both you and Secretary 
Lovett, in his letter, mention the Lisbon agreements, with which we 
are generally familiar, but it is not your position, is it, that those 
agreements were of such nature that regardless of what the Congress 
of the United States might do, that the appropriating power of the 
Congress was taken away from it, or the legislative power of the 
Congress? 

Mr. Harrman, By all means not. It was made quite plain that 
the appropriations by the Congress were essential in order to permit 
the United States to carry out its part of the plan. 


(Statement deleted for security reasons) 


May I close by quoting from the testimony I gave to the joint 
committees at the opening of the hearings on this bill: 


I have already stated my belief that this program is less costly than any other 
means by which we may seek to insure our security. 


I had already developed the fact by a relatively smaller contribu- 
tion to the forces in Europe, we were developing forces in terms of 
manpower, helping to develop forces in terms of manpower greater 
than our own. 

There are additional benefits which cannot be measured in terms of dollars and 
cents. Security is not only in steel and guns. Security isin men. Men fly planes, 
men shoot guns, men fight in tanks. I do not believe that we should reserve to 
the young men of this country the exclusive privilege of fighting for freedom, 
They are entitled to have well-equipped allies. 


This amendment would, I believe, leave a far greater burden on the 
men in the Air Force of our country in dealing with any emergency 
that came up, and it would deny them well-equipped allies. 
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Senator KNowLanp. It was not necessarily the concept of this 
program, Mr. Harriman, was it, that each of these forces would 
necessarily duplicate what the United States has? 

Mr. Harriman. We would supplement, sir—it was planned to 
develop it so that what we do would supplement what the Europeans 

could do in the mutual defense of our countries. 

Senator Byrp. Have you completed your statement? 

Mr. Harriman. Yes. 

Senator Byrp. Any questions? 

Mr. Harriman. I can only say that this amendment would very 
much weaken the security of ‘the United States, and would contribute 
to what the Kremlin is attempting to accomplish by blocking the 
development of unity and strong defense in the North Atlantic com- 
munity, and would make it very difficult to carry through the bringing 
of Western Germany into the defense arrangements. 

Senator Byrp. Any questions? 

Senator Jonnson. I have no questions at present. 

Senator Byrp. Thank you very much, Mr. Harriman. 

Secretary Finletter? 

Mr. Finuerrer. Mr. Chairman and gentlemen, I appear in opposi- 
tion to the amendment to amend the Mutual Security Act of 1951, 
entitled section 12 (a). 

As I understand the purpose of section 12 (a), it is in broad lines— 
and the Senator from California will correct me if I state it wrongly— 
to strengthen the jet position of the United States Air Force, United 
States Nav y, and the United States Marine Corps, by prev enting, in 
part at least, the transfer of jet planes from American production 
under the Mutual Security Act, in part, being a 10-percent limitation 
on the total number of jet planes produced in the United States 
subsequent to the date of enactment of this section. 

Mr. Chairman, to discuss this question and to give the committee 
the benefit of my views on the subject, it would be necessary for me to 
go into some detail about our jet production and about our order of 
battle in Korea, and our plans for NATO, and I would like to suggest 
to the chairman that I be allowed to speak without interrupting my self 
as to what is on and off the record, with the right to have a review of 
the record afterward. 

Senator Byrp. We have the same custom that we had in the 
MacArthur hearings. 

Mr. Finuetrer. Thank you, sir. 

In the first place, Mr. Chairman, I think the principle of this pro- 
posed amendment is not a sound one, because it would be, if enacted, 
a regulation of the deployment of the Air Force, as well as of the Navy 
and Marine C ‘orps Air Force by an act of Congr ess, and I submit that 
the matter of deployment of an air force is a very ‘delicate one which 
requires the greatest possible kind of flexibility. 

Senator Know.anp. Right at that point, Mr. Secretary, I am inter- 
ested in the statement you make, and I wish you would clarify it, be- 
cause, as I read the amendment, there is no restriction upon the deploy - 
ment of the American Air Force in any remote particular nor was the 
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legislative intent to put any restrictions of any type or character on 


the deployment of the American Air Force, Navy aviation or Marine 
aviation, so I would be interested for you to clarify that, and how it 
affects deployment, 

Mr. Finuerrer. I think the Senator’s correction of what I said is 
entirely valid. I used the word incorrectly, but let me elaborate 
what I meant, and more exactly. What I mean is that the job of the 
United States Air Force is interdependent with the job of the United 
States Navy, the United States Army, and the United States Marine 
Corps, but also it is interdependent with the creation of a proper air 
arm in the NATO organization. 

The NATO air arm.-is a unitary air arm. It is composed of the 
total number of planes that would be available for the land battle in 
Europe, not only our own planes, of course, but also the planes of our 
NATO allies, and the planes of our NATO allies are indeed much 
more important than ours in terms of numbers and, therefore, this 
amendment, as I see it, Senator Knowland, if enacted by the Con- 
gress, would, in effeet, prescribe the kind of air force that would be 
available in the NATO area. That is more what I mean to say. 

Senator KNowLanpb. Well, only to this point that, I think, we 
should keep the record clear, and, in the first place, to merely back 
up what I said earlier, the amendment itself reads that other than 
for the direct use of the Armed Forces of the United States; secondly, 
there is, of course, no restriction upon the production of jets that the 
NATO countries will have in their own defense; there is no limitation 
upon the transfer of other than jet planes. 

The only point at issue is whether or not we will more rapidly build 
up our Own air power so that we are not going to get caught second 

est. 

I can frankly say that as a member of the Appropriations Commit- 
tee, I think that committee is going to have to review this whole 
situation to see whether we should not accelerate plane production, 
Air Force, Naval air arm, and Marine air support, and make some 
adjustments in the defense figures. 

* I do not want to see our European allies flying second-best planes, 
but I also do not want to.see our own pilots getting caught with them, 
and we happen to be fighting a somewhat “hot’’ and “cold”? war in 
Korea at the present time, where we are not using all modern planes. 

Senator Jonnson. But under this amendment you could not even 
send them second-line jets, the F—80 that is already second-line. We 
may have two or three hundred of them, and we come in next year and 
replace the F-80’s, but under the amendment we would be required to 
keep the second-line planes unless they came under the 10 percent 
limitation. 

Senator KNowLanp. Unless we got rid of the prop jobs which we 
are now using in the Navy and in the Air Force and the Marines. The 
Senator is correct. 

Senator Jounson. Unless the Secretary of Defense certifies that the 
Air Force, Navy, and the Marine Corps are fully equipped with jet 
planes, which is likely never to be done. 

Mr. Finuerrer. Senator Knowland, I had planned to go into the 
NATO structure a little bit after I had discussed the situation in the 
United States Air Force. 
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As I understand it, Mr. Chairman, the theory of the proposed 
amendment is to help the United States Air Force, as well as the other 
air arms, in priority to the aid which goes under MSA, whichis mainly 
to NATO. 

Now, the first point, sir, that I would like to make is that I do not 
think this amendment would help the United States Air Force. 

In the first place, the mere denial of planes in the negative sense to 
MSA beneficiaries does not of itself-help the Air Force at all. What 
we lack is money; we do not lack productive capacity in the future. 
So, therefore, unless there is a full transfer of money, which I would 
oppose, from MSA to the Air Force, there is no gain. 


(Statement deleted for security reasons) 


Now, if I may look at the rest of the jet equipment of the Air 
Force, I think we will find that a denial of shipments under MSA 
of jet planes would not help us at all. For example, take the Stra- 
tegic Air Command: The job of modernization in the Strategic Air 
Command is to get the three following types: 


(Statement deleted for security reasons) 


Senator JOHNSON. 


(Statement deleted for security reasons) 


Mr. Finterrer. We will get the information as to numbers and 
types of craft for you, Senator, and file it in the record. 


(Statement deleted for security reasons) 


Mr. Finterrer. Now, the question of Korea, Mr. Chairman, does 
become pertinent, and with your permission I would like to tell you 
what we have got in Korea. 


(Statement deleted for security reasons) 


Mr. Chairman, the F—51 is a piston engined plane, and admittedly 
is not as fast, has not got the modern capabilities of the F—84. 


(Statement deleted for security reasons) 


Senator KNowLanpb. And I say that that is of grave concern to me, 
and that is one of the reasons why I presented the amendment. 

Mr. Finuterrer. But I think what I am saying is what Senator 
Johnson said, that the proposed amendment would not meet it at all. 

Senator KNowLAND. That is an arguable point. 


(Statement deleted for security reasons) 
Senator Jonnson. How many do you expect in the next year? 
(Statement deleted for security reasons) 


Senator Jonnson. That is what you plan to receive? 

Mr. Finterrer. That is our present programing schedule. If we 
get the necessary money in our fiscal 1953 budget that is our schedule. 

If I may take one more moment of the committee’s time I would 
like to speak about the opposite side of this problem—Colonel, the 
chart, please—namely, the effect on our NATO operation to which I 
have not yet referred. 
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This chart, which I now am presenting to the committee shows the 
NATO front-line unit equipment, front-line aircraft requirements. 

I call to your attention that this is front-line airplanes and units, 
and the figure on the right, at the extreme right, is what is planned for 
September 1955, and, as the chairman will recall, and can see from 
this chart, the chart shows the build-up from three sources toward 
this eventual target. 

The brown part of the chart indicates the number of airplanes 
which will be in units at various points and time between December 
1951 and September 1955, which will be produced indigenously. 

The next shaded light blue part, marked “USAF,” is the part 
which will be provided by United States Air Force units. 

The blue part is the part that will be manned by crews other than 
American, but will be equipped with the United States planes. 

The pink shaded part represents the deficit that will appear from 
time to time. 

Now, the point that I would make about this chart is, first of all, 
in very broad general lines, I want to repeat the proposition—two 
propositions—first, that the Air Force of NATO is an integrated 
force. It would not do us any good at all to have the best United 
States Air Force equipment in the world if side by it were a lot of 
second-line stuff that was no good because the thing that the enemy 
would do would obviously be, he would concentrate everything on 
the weak spots and knock them out of the battle immediately, and 
then, our ground troops would be at their mercy, because our USAF 
planes will not necessarily be just sitting over the United States 
ground troops, because that is not the way you fight an air war. 


(Statement deleted for security reasons) 


I want an air force in Europe that is going to get air superiority, so 
that we will never have enemy planes climbing down the backs of our 
troops or anybody else’s troops that are on our side. 

In other words, I regard the contribution of our allies, the fighting 
capacity of our allies, as just as important as our own, and indeed as 
the chart shows, it is contemplated that our contribution will be a 
relatively small one. 


(Statement deleted for security reasons) 


I would like to see much greater emphasis on air. I think we tend 
much too much to think that air superiority is something like the 
oxygen that we breathe, which is there without fighting for it, just 
because we had it from D-day in Normandy on. 

Senator Jounson. May I ask a question there? 

How many planes do we contemplate furnishing NATO during 
the next fiscal year, under this program, and what type of plane? 


(Statement deleted for security reasons) 


Senator KNow.anp. I would like to know—you can supply the 
exact figure later, but I think it is pertinent to this inquiry—as to 
the number of F-—5ls or their equivalent, propeller jobs, which we 
are using in the air defense of this country, which we are using 
overseas, as part of our own Air Force today, that are being used as 
part of the United States Navy air arm or part of the marine air arm. 
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(Statement deleted for security reasons) 


I hope we will always keep searching for it. 

Senator Jounson. I do not keep saying it; I just said it. 

Senator KNowLanp. But I still believe it is far superior to these 
propeller jobs which we are now using in the first line of our Air Force 
and our Navy and our Marine arm. If I am mistaken in that I would 
like to be corrected. I would like to know what we are using. 

Senator JoHNson. Since you quoted me, I do not go along with 
Senator Knowland on all of his military strategy, but in that he has 
just expressed my ideas, and I go along with him. 

Mr. Frnuertrer. The Air Force has a total of 220 vropeller-driven 
aircraft in the United States air defense role. Overseas we have a 
total of 122 proneller-driven fighters in Air. Force units. I would like 
to make one comment on the point: That our three commands, 
strategic air, air defense, and tactical air, are being interfered with by 
the Korean operation, and the reason is that we have never budgeted 
for the Korean operation. We have never asked the Congress for 
money beyond the funds necessary to equip our three basic front line 
jobs. 

Senator KNowLANb. Why? 


(Statement deleted for security reasons) 


Senator KNowLanpb. Mr. Chairman, at this point in the record, I 
would like to put the release of October 29, 1949, by which the Presi- 
dent of the United States froze the funds which had been provided by 
the Congress for the Air Force. 

Senator Byrp. If there is no objection it will be done. 

(The document referred to follows:) 


Immediate release October 29, 1949. 
STATEMENT BY THE PRESIDENT 


I have signed H. R. 4146, a bill making appropriations for the National Security 
Council, the National Security Resources Board, and the military functions 
administered by the Department of Defense for the fiscal year ending June 30, 
1950. 

The amounts provided in this bill for most of the components of our defense 
program will permit operations at the approximate levels contemplated in the 
original 1950 budget recommendations. For one item, however, a sharp increase 
in authorizations provided by the Congress represents a major shift in the direc- 
tion and emphasis of our defense program. If fully utilized, this increased author- 
ization would result in a serious lack of balance in our defense program and would 
require much heavier expenditures in the future than we now contemplate. 

This increased authorization is largely for an expanded structure for the Air 
Force. In all, the Congress has increased authorizations for the Air Force by 
more than $615,000,009 above 1950 budget recommendations. 

The significance of this change cannot be measured solely from the standpoint 
of the Air Force or of the Department of Defense. Rather, it must be viewed in 
the light of total national policies and it must be evaluated in terms of our present 
commitments. 

The defense program submitted last January was the result of an ext austive 
examination of all the programs of the Federal Government. At that time, 
painstaking consideration was given to our requirements for national security 
and the effect ot large military expenditures upon our economy. Our objective 
was to plan a defense structure which could both meet our security needs and be 
supported bv the country without imposing too great a strain on the domestic 
economy. Careful account also was taken of this Nation’s position in the world. 
Since the end of World War II, we have been devoting a substantial portion of 
our resources to the development of a peaceful and stable world through economic 
assistance to other free nations. Our aid has been a major contribution toward 
world stability and has been instrumental in lessening world tension. However, 
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my recommendations recognized the fact that, under existing international con- 
tions, a relatively high level of military preparedness must be maintained for a 
number of years to come. 

Our defense program thus represented a balance between security needs in the 
light of our foreign policy and the economic and fiscal problems facing us domes- 
tically. 

In the 1950 budget, emphasis was given to air power and the procurement of 
newly developed weapons with which to reequip and modernize our military forces. 
Similar emphasis was given to research and development, to industrial mobiliza- 
tion, to reserve forces, and to the integration of operations within the three services. 
The defense program was designed to be flexible, not rigid. It was drawn up so 
that changes in the international situation, in technology, and in the domestic 
economy coull be reflected in our defens2 preparations. 

Action at this time by the Congress in increasing authorizations for the Air 
Force by over $615,000,000 could have a serious effect on our ability to maintain 
balanced military forces in subsequent years. Although these increased author- 
izations would have comparatively little effect upon military expenditures in 
the current fiscal year, the fact that they are largely for the procurement of 
aircraft would have a serious effect on expenditures in the future. As additional 
aircraft authorized by this act were delivered, we should have to make correspond- 
ing provisions for additional personnel to man them, for higher maintenance and 
operating costs, and for greater replacement costs. The present authorization 
for increased procurement would thus be merely the first step in an expanding 
program which would have to be supported by greatly increased appropriations 
in future years. 

Furthermore, the programs provided in the budget were based on national 
defense plans in which our air, naval, and land forces were planned and operated 
under a unified strategic concept. Expansion of one service beyond the planned 
level would require the reevaluation of that concept. To build up the strength 
of the other services so that they could complement and support an expanded 
Air Force would require additional very large appropriations. 

It is obviously impossible for the Department of Defense to plan and operate 
efficiently if there are to be widely fluctuating appropriations and programs. 
Rapid contractions or expansions inevitably result in confusion and waste. 

Increasing the structure of the Air Force above that recommended in the 1950 
budget would be inconsistent with a realistic and balanced security program 
which we can support in peacetime and would interfere with orderly planning for 
the three services based on a unified strategic concept. 

I am therefore directing the Secretary of Defense to place in reserve the amounts 

rovided by the Congress in H. R. 4146 for increasing the structure of the Air 
Fare 

Senator Jounson. The Senator ought to put in the. vote on the 
floor on his amendment, where subsequently the Senate had only eight 
members voting in favor of it. 

Senator KNowLanpb. That is right; and the Senator from Texas 
was one who voted with me to carry out the program, with sufficient 
funds, as set out by the then Fintetter Commission report for the 70-air 
group program. 

(Statement deleted for security reasons) 


Senator KNowLanp. What percentage at the present time, roughly, 
would the Navy have in jet planes, as against propeller jobs? 


(Statement deleted for security reasons) 


Senator KNowLanp. But all of those would be superior to the 
propeller fighter? 

Admiral Cassapy. The propeller fighter, yes, sir. 

Senator KNow.Lanp. And anybody who was lighting a propeller 
plane against a jet would have some advantage, some odds, against 
him? 

Admiral Cassapy. For air-to-air battle, very definitely; but for 
the interdiction work, close support of troops, the Navy still uses a 
large number, and will continue over a period of several years, to use 
the propeller type planes for that type of operation. 











124 MUTUAL SECURITY ACT OF 1952 


Senator Know tanp. But, Admiral, even in that type of operation 
will you not need a jet cover particularly if the enemy air has modern 
jets that could move in on you? 

Admiral Cassapy. You very definitely would, yes, sir. 

Senator Byrp. Have you completed your statement? 

Mr. Finuetrrer. Yes, sir, I have. 

Senator KNowLanpD. That is all I had at the moment. 

Senator Byrp. Any questions? 

Senator KNowLaNp. Are we going to get some testimony as to 
what these commitments are under the Lisbon agreements? 

Senator Carn. I have one question prior to that, if I may, sir. 

Senator Byrp. Senator Cain. 

Senator Carn. Mr. Secretary, I was not certain what you meant by 
your stated reluctance to budget for the Korean war. Would you 
give us a further observation on that subject? 

Mr. tintertrer. Yes, sir; I would be very ¢lad to, Senator Cain. 

The Air Force budget of $20.7 billion, exclusive of public works, is 
the so-called President’s budget. Pefore that bud¢et was arrived at, 
presented to the Coneress, a budcet was prepared which was hicher 
than that. It was $21.4 billion for the Air Force and various other 
sums for the Army and Navy, and that first budzet would have given 
effect to the recommendation of the Joint Chiefs of Staff and the 
civilian secretaries of the Defense Department, to bring into being a 
certain kind of a force which for the Air Force was 126 combat wings, 
such a force, bv the middle of the calendar year 1954. 

This entire 126 combat wing force is calculated, with respect to 
possible enemy capabilities as of the middle of the calendar vear 1954. 
I do not have to elaborate on that, but suffice it to say that you have 
to calculate your force with respect to an estimated enemy capability, 
and the job you have to do at that time. 


(Statement deleted for security reasons) 


Senator Carn. I thank you. 

Senator Byrp. Any further questions? 

Senator Srennis. Mr. Chairman, I have just one question. Mr. 
Secretary, in the distribution of these vlanes that will be made, this 
current calendar year or any 12 -month period, who makes the ‘deci- 
sion about where they should go? 


(Statement deleted for security reasons) 


Mr. Frinuetrrer. That is determined by the Defense Department, 
the Mutual Security Agency, with the advice of the State Denartment, 
under the final authority of the President, but I prefer to have Mr. 
Harriman answer that question. 

Mr. Harriman. Mr. Lovett’s letter states that. 

Senator Jonnson. Mr. Lovett’s letter states that that is done by 
the Secretary of Defense, in consultation with the Joint Chiefs of Staff. 

Senator Srennis. I did not catch that. That is what I want to 
know. 

This amendment attempts to write in a rigid rule; that is, congres- 
sional opinion will say that that is to be adopted. What is in my 
mind is that question of whether that opinion is better than the 
military men. 
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Mr. Frnuetrer. Well, the military judgment is the one that con- 
trols. They do have as to the productive capability of the country, 
the civilian 

Senator Stennis. Congress will, I am sure—— 

Senator Jonnson. Mr. Secretary, though if this amendment is 
adopted, and we have a perfect right to adopt it, if we have the votes 
we can adopt it, and the President, if he chooses to, he can sign it, 
but congressional military judgment then supersedes the judgment of 
the Secretary of Defense—— 

Mr. FrInterrer. Yes, sir. 

Senator JoHNSON (continuing). And the Joint Chiefs of Staff. 

Senator Stennis. That is what I am getting at, what I am getting 
to. This decision is now made by the Secretary of Defense on the 
advice of the Joint Chiefs of Staff, is that right? 

Mr. FINnverrer. Yes, sir. 

Senator Srennis. Of course, ultimately the President of the United 
States has to make the final decision. Now, is that actually the way 
it goes on, no agreement to split it up a certain way or even things up 
or pacify everybody, there is nothing like that, is there? 

Mr. finterrer. Well, the final lezal authority is in the President. 
Realistically, your statement is correct. It is the Secretary of 
Defense, with the advice of the Joint Chiefs of Staff. 

Senator Jounson. The President cannot even do it unless these 
requirements are met that Congress put into the statute. The clear 
answer is found in the letter from the Secretary of Defense, where 
he says: 





The Mutual Defense Assistance Act of 1949, section 401, provides that no 
equipment or materials may be transferred if the Secretary of Defense, after con- 
sultation with the Joint Chiefs of Staff, determines that such transfer would be 
detrimental to the national security of the United States, or is needed by the 
Reserve components of the Armed Forces to meet their training requirements. 
I wish to assure the committee that this provision of the statute is being strictly 
observed by all elements of the Department of Defense. 

So, regardless of the President’s power, he is operating under the 
broad limitation of a section of an act passed by the Congress. 

Senator Stennis. I did not catch that. 

Senator KNowLanpb. Would you say that the testimony so far this 
morning would indicate that the jet production was not needed by 
the Armed Forces of the United States or Reserve components? 

Senator Jonnson. No, but I would say the testimony this morning 
by competent military people—— 

Senator KNowLanpb. So there has been a violation of the law. 

Senator Jounson. The testimony, I would say, is that the transfer 
of this would not be detrimental to our security. I realize that is not 
the position of the Senator from California, but when I have to choose 
between General Norstad who is over there directing our forces and 
their forces, as well, and I have to choose the opinion of the Joint 
Chiefs of Staff—as between that and that of the Senator from Cali- 
fornia, I just have a little more confidence in the military judgment of 
those people. 

Senator Byrp. Any further questions? 

Senator Lone. Mr. Finletter, I am having a little difficulty in 
seeing what we are accomplishing here. I have the impression that 
in the next few years we still would not be able to prevent Russia and 
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her satellites from overrunning Europe in the event that she moved 
during the next year or so, which is a situation which has existed now 
for some time. It has been my impression that the main deterrent to 
Russian aggression has been the fact that we have the atomic superi- 
ority, and that we have a strategic air force capable of putting that 
superiority effectively to use against Russia in the event that a war 
developed between the two nations. 

Is that your impression of the main deterrent to aggression up to 
this point? 

Mr. Finverrer. I think I would not quite agree with everything 
the Senator has said. I do think that the strategic air operation is 
of capital importance in the deterring of war. I have always insisted 
that we must have that strategic air operation in the absolute top 
condition that it can be to be able to deliver our atomic, a large part 
of our atomic, stockpile against anybody who might think of attacking 
us. 

On the other hand, I do believe it is absolutely essential to hold, not 
to yield at all, in any major way on the continent of Europe in the 
event there should be an attack, and I believe this is a feasible thing. 

In the first place, the atomic operation can get into that land 
battle simultaneously with the strategic attack in a short period of 
time. We will have a capability of doing both in a very serious way. 

I do believe that it is true that the Russian planes in being and 
Russian production have been ahead of us because we took a holiday 
for a time, but we are catching up on that. 


(Statement deleted for security reasons) 
Senator Byrp. What are our totals that we have? 
(Statement deleted for security reasons) 


Mr. Finuerrer. As the chairman knows, the reason for our pro- 
duction, our slow production to date, is that we only got started in 
1951, but now the fruit is beginning to grow. 


(Statement deleted for security reasons) 


Senator KNowLANb. Mr Chairman, I want to go into this Lisbon 
agreement somewhat. Of course, the argument that is always made, 
and it is always going to be made against anybody—any Member of 
Congress who questions anything is that superior strategic knowledge 
exists in the military. 

Obviously, that is true from a point of view. The knowledge of the 
air arm and the fighting that has to be done is there, but the fact that 
that charge can be made, and undoubtedly will be made on the floor, 
is not going to lessen one iota the responsibility I feel I have as a 
United States Senator in this matter. 

None of us are infallible, including the military. We have made 
some terrible and bad mistakes. I sat in hearings of the Appropria- 
tions Committee when representatives of the Air Force, because it was 
a policy of the President of the United States, came up here and did 
not stand up for an Air Force which I think the Congress would have 
been prepared to give them. Had they been willing to stand up on 
this situation and support some of us on the Appropriations Committee 
and in the Senate and in the Congress, we would have not been caught 
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in the situation we were caught in in Korea, where we have had to 
accept a stalemate from a fourth-rate North Korean and Communist 
force, and a third-rate Chinese Communist force, which has cost 
us prestige all through the Far East, and I think has greatly weakened 
us in Europe, as well, because this great Nation of ours, which was a 
poe in aviation, which ended the war with the greatest Military 
istablishment the world has ever known, has been pushed around to 
the point that the most we can expect from a fourth-rate Chinese and 
North Korean force is a stalemate. I think that has done more to 
destroy the confidence of people in the Far East and the people in 
Europe in the superiority of the American people in being able to 
carry on their needs in the event of war, than any other thing that I 
can think of. Some considerable responsibility for that, in my 
judgment, rests with the Military Establishment of this country, as 
well as with the President of the United States. 

I do not intend to be silenced merely because it can be pointed out 
that I do not have either the tactical nor the strategic knowledze of 
these gentlemen, but I am not going to abdicate my responsibility 
on that account. 

Mr. Finuterrer. May I comment on that, Mr, Chairman? 

Senator Jonnson. I would like to comment, first, because it is 
obvious that the statement I made on what appealed to my judgment 
is what the Senator is commenting on. 

Now, I have never been arrogant enough or optimistic enough to 
attempt to silence the Senator. If I were, I think no good purpose 
could be served. 

I merely pointed out when it came to the question for me to decide 
and, on the one hand, I had the recommendations of the Joint Chiefs 
of Staff, and the people who have the responsibility, like General 
Norstad, of directing our men and leading them, as to where they 
could best utilize jet ee and, on the other hand, t had ¢ i figure 
that the Senator from California had pulled out of the air, that I 
would take the former. 

I did not say anything about silencing the Senator. As a matter 
of fact, T contributed what I could to do what I could to keep from 
silencing the Senator because I felt in the field of air power, the Sen- 
ator’s judgment, so far as sane ‘tion and so far as getting an air force 
was concerned, is, generally speaking a very fine position; but when 
he goes to deploying this air foree, and saving that we are going to 
keep all the jet planes we can produce, and the boys over there can 
have some of them, sari they have got on our uniform, but the 
fellows fighting aside of them cannot have any jets, not even second 
line jets, then I question it not for the purpose of silencing the Senator, 
but for the purpose of pointing out what I think is a fallacy in his 
argument. 

Senator Byrp. Mr. Finletter? 

Mr. Finuerrer. Mr. Chairman, I just would like to say that from 
my point of view, I do not know where I come in, whether [ am mili- 
tary or nonmilitary, but I would like to make my personal views 
known, and they are that I have asked for the kind of air foree that 
I think is the right kind of air force consistently, not only as a civilian, 
but also in my present position. 

In my opinion, the 126-combat-wing Air Force by the middle of 
1954 is what we ought to have. I have stated that. on numerous 
occasions to various senatorial and House committees. 
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You may ask—the Senator from California did ask—me why I did 
not ask for a force beyond that one, which is sufficient to take on local 
wars, and I would like to explain my judgment, the reason for my 
judgment, and that is I believe that we have to have the kind of a 
force that this country will sustain over an indefinite period of time, 
and I believe that we should not set up a military establishment 
capable of fighting local wars all over the place. I think it is not the 
sort of thing to sustain them. 

Senator Stennis. All over the world? 

Mr. Finterrer. All over the world. 

Senator Stennis. Yes. 


(Statement deleted for security reasons) 


Mr. Finuerter. I have, Mr. Chairman, the figures on inventory 
as of January 31. 

Senator Byrp. Mr. Secretary, before you leave that question, as 
applying to this amendment which established the 10 percent basis 
as I understand it now, 


(Statement deleted for security reasons) 


Senator KNnow1Lanp. What was your actual production plus 


scheduled production for this year, that is not the year ending July 
1, I take it? 
Admiral Cassapy. Yes, I can give you the scheduled production. 
Senator Byrp. Excuse me, but that is the year ending July 1, 1952, 


is it? 
Admiral Cassapy. That is the figure you are asking for now, is it 
not? 


Senator Byrp. Now, before you answer Senator Knowland’s ques- 
tion, I would like for us to ascertain how many jet planes will the 
Navy have at the end of July 1, 1952. 


(Statement deleted for security reasons) 


Senator Byrp. I see. The total of the two of them is—— 
General Twininc. That is the total figure there, Senator. 
Senator Byrp. I am totaling both of them. 


(Statement deleted for security reasons) 


Senator Jonnson. They go to July 1, 1953. 
Senator KNowLanpb. But we do not have the schedule. 
Senator Byrp. This is for the fiscal year ending July 1, 1953? 


(Statement deleted for security reasons) 


Mr. Finterrer. Mr. Chairman, may I add something? I would 
like to make two points, if I may, very briefly. 

Senator Byrp. Yes. 

Mr. Finuerter. First of all, I want to point out that even if we 
were to deny all jet aircraft shipped out of the United States, the 
United States Air Force would not get any more unless two things 
happened: One is unless all the House cuts were restored, and the 
Smith amendment knocked out and, secondly, the Congress appro- 
priated us more money to buy more jet planes. I am recommending 
against that, but I point out that that is a highly unlikely event. 

Secondly, with the chairman’s permission—— 
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Mr. Harriman. In other words, may I just bring that home, you 
are simply denying them airplanes, and not giving any more aircraft 
to the United States Armed Forces. 

Senator KNowLanpb. Wait a minute. 

Senator JoHnson. Are you not making the point that it is a ques- 
tion of money and not production? 

Mr. Harriman. It is a question of money, not production, is the 
point Mr. Finletter is making. 

Senator KNow.anp. In this committee we can only have one step 
at atime. You have to have a coordinated situation. The Senate 
has not yet acted on the appropriation bills. There is no reason to 
believe that the Senate is not going to make some adjustments in 
the bill so far as air power is concerned both for the Air Force and 
the naval air arm. 


(Statement deleted for security reasons) 


Mr. Finutetrer. With the chairman’s permission, I would like to 
read a telegram I received this morning from General Norstad on the 
subject. 1 asked General Norstad for his views on this matter. 

Senator Jonnson. Who is General Norstad, for the record? 

Mr. Finuerter. Lt. Gen. Lauris R. Norstad is the commanding 

eneral, Air Forces, Central Area, NATO; he is the ranking United 
tates Air Force officer in NATO. 


(Statement deleted for security reasons) 


Senator KNow.anp. That is not quite correct. 

Mr. Finuetter. That is not correct. 

Senator KNowLanpb. You might as well read the message, but he is 
misinformed as to what the Knowland amendment does. 


(Statement deleted for security reasons) 


Senator Byrp. Following that statement, I would like to insert in 
the record a letter from Secretary Acheson, in which he expresses 
strong opposition to the Knowland amendment. 

(T he letter referred to follows: ) 

DEPARTMENT OF STATE, 
Washington, May 13, 1952. 
The Honorable Ricuarp B. Russk&t1, 
Chairman, Committee on Armed Services, 
United States Senate. 

My Dear Senator Russet: I wish to convey to you and your committee my 
views on the proposed amendment to 8. 3086 which would limit the inclusion of 
jet aircraft in Mutual Security Program shipments to 10 percent of United States 
output until the Secretary of Defense has certified that United States forces are 
completely equipped with jets. 

I am strongly opposed to this proposed amendment and urge the Senate Com- 
mittee on Armed Services to reject it. 

I understand from the Secretary of Defense, and I believe that Department of 
the Air Force witnesses are prepared to testify to this effect before your committee, 
that the proposed amendment would not affect shipments of the aircraft most 
urgently needed in Korea, would cut by more than one-half the number of jet 
aircraft now scheduled to be delivered in fiscal year 1953 under the Mutual 
Security Program, and that no militarily acceptable alternative to these deliveries 
is available. 

The short fall in Mutual Security Program deliveries to Europe of jet aircraft 
will cause a serious failure to meet the targets for both Air and Ground Forees 
agreed on at Lisbon by the North Atlantic Treaty Organization. For without 
adequate air cover, the sacrifices required to create additional combat-worthy 
Ground Forces become larhely meaningless. 
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This failure to receive the front-line strength, offered by our allies at Lisbon, 
would represent a setback in the cold war and a real loss to United States security 
by putting off the time when a fully adequate deterrent force will exist in Europe. 
For this reason, it will inevitably add greatly to the caution with which European 
nations undertake new responsibilities. 

For example, the bold and great achievement which is now within the grasp 
of the free world—the establishment of European defense community and 
through it the integration of Germany into the free world on a basis of equality- 
would inevitably be impeded and not advanced. 

Speaking more broadly, it does not seem useful in the present condition of 
tension in the world to tie our hands in the way this amendment would do. By 
this action, we would announce to the world that we choose to add to the diffi- 
culty of taking action to cope with emergencies that, may arise, whose nature no 
ene can foresee. 

Our common interest is the security of the United States. The proposed 
amendment would deprive the United States of front-line forces, committed to 
objectives shared in common with the United States, and far larger than we alone 
could accord, being developed from the joint resorces of men and materials of 
the United States and our allies 

May I, therefore, urge you and your committee to reject this proopsal. 

Sincerely yours, 
Dean ACHESON. 

Senator Jounson. I would like to ask a question. There is no 
indication that General Norstad knew that the Knowland amendment 
permitted 10 percent of our production to go to our allies? 

Mr. Finverrer. That is correct. 

Senator Carn. Might I ask you a related question, and I want to 
say to my friend from Texas, Senator Johnson, that I offer it not as 
one who considers himself to be a military authority but as one who 
has had and has some interest in geography. 

What percentage of the jet aircraft, which are sent by us to our 
NATO allies are based in Western Europe? 


(Statement deleted for security reasons) 


If in the next year or two an enemy, such as Russia’s capabilities 
press herself to be, were to attack in Western Europe, and we were 
temporarily defeated or required to withdraw, where do we go to? 


(Statement deleted for security reasons) 


Mr. Finuetrer. I do not mean today, Senator. 
Senator Carn. I ask my question, within the next year or two, which 
might in fact be this afternoon, sir. 


(Statement deleted for security reasons) 


Senator Carn. Well, I am thinking in terms of our jet aircraft, and 
I am thinking in terms—and then I will not belabor this to any extent 
at all—but the geography of the map. 

I agree with the Senator from Texas that we lay persons must of 
necessity exercise our verv best judgment, but before that we want to 
listen and give full consideration to every bit of testimony that is 
offered, to us by the military. 


(Statement deleted for security reasons) 


Do vou care to make any observation about that? 

Mr. Fivuerrer. Well, sir, the political aspects of the problem are 
beyond my authority. 

Senator Carn. Yes, sir. 
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(Statement deleted for security reasons) 


Mr. Finuerrer. We have to have something like the NATO 
agreement. 

The reason that I put such great importance on NATO is not only 
my belief that we must hold the NATO area but also of the fact that 
at the moment our major counterblow against Russia would not 
work unless we had available NATO bases. There is a political 
structure you can count on. 

Senator Carn. Well, I am very much on your side, sir. I seek not 
only to get you the equipment that you need with reference to these 
NATO countries, but I want to do everything that is reasonable 
and logical to make certain you do not lose the investments which 
you recommend we make, and which the Congress supports and makes 
possible, and I just want this record again, and I guess I am awfully 
boring to a lot of my colleagues because I keep talking about it, I 
want this record to say, at least from my point of view that a war 
in the next several years is likely to be destructive to our hopes of 
success because for one political reason or another, we continue to 
permit a vacuum to exist on the western flank of the free world 
insofar as it is related to Europe. 

Mr. Frnverrer. | think the point that I would make is the one 
I just made. I would like to repeat it, and that is that any spot of 
geography which is desirable strategically, I want available to the 
United States Air Force, provided we are sure we are going to be 
able to use it. Ido not want to spend large sums of money in a place 
where we cannot use it. 

Senator Carn. In addressing myself to you, sir, | am not unmindful 
of the fact that seated on your left is our Ambassador plenipotentiary, 
Mr. Harriman, who has given considered thought to these political 
questions, and as I am asking the question of you, I take for granted 
that it arouses considerable amount of interest in him. 

Senator Jounson. Mr. Secretary, could I ask a question at that 
point? Let us assume now we put a limitation, a general limitation, 
of 10 percent on all the jet aircraft produced in this country. Does it 
not follow that this will happen: If war should come or we should 
have that problem, we will have to take our pilots and the planes that 
we have reserved to ourselves, and send them there to perform the 
mission that we expect NATO to perform. 

Mr. Finuerrer. | completely agree with the Senator’s statement. 

Senator Jounson. Let me ask you this question: We asked the 
people who testified on this bill about what we wanted was the 
security of this country; we are here to buy security. It costs us a lot; 
it is costing us too muc h. Our people are rebelling under it in many 
instances. 

Now, we are confronted with spending $6.9 billion, as provided in 
this bill to buy security. 

I asked this question of the Secretary of Defense and others, and 
here is the question: In your opinion, does the $6.9 billion provided 
in the bill that we are now considering buy the United States as much 
security as we could buy if we took that $6.9 billion and said, “We 
are through overseas, and we are going to put it in our Army, Navy, 
and Air Force of our own? 

Mr. Finuerrer. The answer is, yes, Mr. Chairman. 
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Senator Jonnson. Is it your opinion that it buys us more security 
than we could buy by taking that.money and spending it exclusively 
on our own Defense Department? 

Mr. Finuerrer. I think my answer is,.‘“Yes,’’ to that; that it buys 
us more. 

Senator Jonnson. If it does not, then the whole NATO theory is 
a bad one, is it not? 

Mr. Finuetrer. I think it does, for this reason, Mr. Chairman: 
That. if we were to abandon NATO, the forces that we would have to 
have here are beyond my understanding at the moment; and secondly, 
they would not be very effective forces without NATO bases. 

Senator Jounson. Let me ask you this question: We are talking 
about roughly, for this coming fiscal year, based on 


(Statement deleted for security reasons) 


Mr. Finuerrer. You are buying more security by sending them 
to NATO than by keeping them here: 

Senator Jonnson. Do you share that opinion? 

General Twrnina. Yes, sir. 

Senator Jounson. Do you share that opinion? 

Admiral Cassapy. Yes, sir. 


(Statement deleted for security reasons) 


Senator Jonnson. Both Senator Knowland and myself are anxious 
to get as much jet production into the United States Air Force as 
we can, and we are hoping we can persuade others to follow us; 
although the last time we made that attempt we only got eight votes 
or nine votes in the United States Senate. 

Senator Lone. Of course, at the time you speak of those nine 
votes, you will recall that the same matter came back on a confer- 
ence report, after we knew that the Russians had the atomic bomb, 
and I cannot recall a single vote against that same amendment, and 
when we had a second vote or shot at it-after we knew that Russia 
had the atom bomb. 


(Statement deleted for security reasons) 


(Discussion off the record.) 
Senator Lona. One other point, Mr. Secretary: It seems to me 
that if -we are ever able to build up a German army, 


(Statement deleted for security reasons) 


Mr. Finuetter. I did not get that, Senator. 

Senator Lone. It seems to me that if we are ever able to have 
German and Japanese allies who would build armies that could be in 
anywise comparable to what they had prior to World War II, the 
strength of the free world would then be so great that we would be 
much more secure than we are today, but prior to the time that they 
are able to do that, it would seem to me that we should work toward 
a peak of American strength until the Germans and the Japanese are 
able to assume their share of the burden of defending the free world; 
that subsequent to that time we would not need as much force in 
this country. 
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(Statement deleted for security reasons) 


Senator Lone. Nevertheless, you have not addressed yourself to the 
issue, that we'would ‘need more strength while Germany and Japan 
are not armed, than we would need in the event that those nations 
were able to greatly assist in defending themselves. 

Mr. Finuettrer. That is probably because of my preoccupation 
with the air arm. I have no doubt if you were to ask Mr. Pace, that 
he would be in full agreement with you, but in terms of our air arm, 
I foresee a future in which the burden of the air strength of the free 
world must be American. 

Senator Lone. No matter how strong Germany and Japan may be 
in their own defense? 

Mr. FINueETTER. Yes, sir. 

Senator Lone. I take it that the answer might be differently 
developed so far as the Navy and Army are concerned? 

Mr. FINLETTER. Yes, sir. 

Mr. Harriman. I think it might well be different so far as the 
Army is concerned. 

Mr. Finuerrer. I expressly said, Mr. Harriman, that I was not 
speaking of the Army and Navy, and the Army is not here. 

Senator Byrp. Senator Long, are you through? 

Senator Lona. Yes. 

Senator KNow.anp. I do not want to prolong this meeting, but 
I would like to get into the record just what the situation is as to our 
commitments under the Lisbon agreements for future years in regard 
to jet deliveries. We have ended here on the figures so far of June 
30, 1953. Now, in the over-all consideration, both of this committee 
and the Appropriations Committee, it does become a very pertinent 
factor in our own over-all picture, and what the financial burden of 
this country can assume as to how long the Lisbon agreements pre- 
sumably bound us for, and at what rate of deliveries, referring 
specifically to jet-plane production. 

Senator Jonnson. Will you supply those, Mr. Harriman or Secre- 
tary Finletter? Do-you have them. available? 

Mr. Harriman. Secretary Finletter should supply them because I 
have no information on the over-all production. 

Senator Jonnson. General, do you have a table showing the number 
of jet planes you expect to supply NATO in the fiscal years 1954, 
1955, and 1956? 

General Twintna, I do not have those here. 

Senator Jounson. Could you supply them for the record? 

General Twintna. Yes, sir. 


(Statement deleted for security reasons) 


Senator Byrp. Senator Johnson? 

Senator Jonnson. I want to ask this of Secretary Finletter: Let us 
assume we want to go further in the committee and in the Congress 
on placing a limitation on the Secretary of Defense, and the Joint 
Chiefs of Staff, further than the limitation pointed out by the Secre- 
tary this morning in his letter. 

If we do it on jet planes and put jet planes in a 10-percent strait- 
jacket, why would it not be equally logical to say that we are going 
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to limit our electronics equipment, our radar equipment or our artil- 
lery—if we are going to specify the exact amount of modern equip- 
ment that we are going to supply to General Norstad, and say that 
anything over 10 percent we are going to let them have only junk? 
Why shouldn’ t we say to Secretary Pace and the other people, “You 
are going to have a limitation on the percentage of artillery that can 
be supplied and percentage of all other modern equipment’’? 

Mr. Finutertrer. I see no difference, Senator. 

Senator Jounson. Let me ask you this: The F-80 is second line, a 
second-line plane. 

General Twinina. Yes, sir. 

Senator Jonnson. What other planes do you have that are second 
line or shortly to become second line? 

General Twininc. That is the only one. 


(Statement deleted for security reasons) 


Senator Jounson. What about the Navy? 

Admiral Cassapy. The two that I mentioned, the early Grumman 
and the Banshee. 

Senator Jonnson. You have about 500 Grumman and 300 
Banshees? 

Admiral Cassapy. That is right. They have been discontinued in 
production, and the new-type planes are to replace those. 

Senator Jounson. If we should ever decide that we want to send 
any of these F—80’s or any of these other second line planes, we would 
be prohibited from sending them if they exceeded 10 percent of the 
total production? 

Mr. Finterrer. That is correct. 

Senator JoHnson. This amendment does not apply to new produc- 
tion but it applies to anything that can be classiiied as a jet. 

Mr. Finuerrer. Exactly, as I understand it. 

Senator JoHNnson. Even though it is of no great value to us. 

Mr. Finuerrer. That is correct. 

Senator Byrp. Let me see; it says 10 percent, subsequent to the 
date of enactment of this act. 

Senator Jonnson. The number would be determined by the pro- 
duction, but the jet classiiication would not permit you to exceed 10 
percent even if they were all old F-80’s, isn’t that correct, Senator 
Knowland? 

Senator KNowLanp. I think that is correct, so long as the Navy, 
Air Force, and Marine air arm were flying propeller jobs. 

Senator JoHNson. So long as they are modernized; and he could 
not make that certification because it is unlikely that we will have 
a hundred percent modernization in all those groups. Even a jet 
like an F-86 would not be considered modern under the terms of the 
amendment. 

Senator KNowLanp. Of course, the arms implementation bill would 
be coming up in another year so it is not permanent legislation in 
that sense. 

Senator Jonnson. But if we are going to write in an amendment 
we ought to write in a good one, while we are at it. 

Senator KNow.anp. I would be glad to have the suggestions from 
the Senator for improving my amendment if he knows how we could 
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accomplish our joint objectives in putting our Air Force in top-flight 
condition. 

Senator Jonnson. My suggestions will be made at the appropriate 
time. I have a statement here at some length that I want to make 
to the Appropriations Committee, of which the Senator is a member. 

Senator KNowLanp. I will welcome the suggestions. 

Senator JoHNson. My suggestion as to building a strong air arm 
and building the defenses of the country is to vote down the Senators’ 
amendment. That will do us more harm than good, but I want to 
refer you, Secretary Finletter, and Mr. Harriman, I think particularly 
Secretary Finletter, and Admiral Cassady and General Twining, to 
General Eisenhower’s reply to Senator Russell’s telegram, made to 
the committee, and to the cable he sent General Eisenhower, and I 
want to make clear that I am taking sentences out of context here 
for the purpose of getting some information, and the full text will be 
available to all the members: Now, General Eisenhower says here 
on page 143: 

A specific risk is that of dragging out the program to the point of increasing 
greatly the total cost. A cut of such a size as to require abandonment or complete 
revision of basie schedules now guiding the build-up might well have far-reaching 
repercussions. 

My question, Secretary Finletter and General Twining, if we 
adopt a 10-percent limitation on jet planes, in your opinion will it 
require a complete revision of basic schedules, and if it does, in your 
opinion, will it have far-reaching repercussions? 

Mr. Finterrer. Well, the answer you have asked me for is the 
answer to two questions, Senator. 

Senator Jonnson. Yes, sir. 

Mr. Fintertrer. First of all, if we adopt the limitation of 10 
percert will it require reprograming, a cut in production, and the 
answer is clearly, ‘‘Yes,’”’ because the planes, 
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which it is estimated would be limited by the proposed amendmert, 
would come out of new production, and that would involve a total 
rescheduling of all production because each aircraft company, os cour @, 
does not decide in its own mind whether a plane is MDAP or USAF, 
and the whole thing would have to be leveled off. 

Mr. Harriman. Also in Europe it would require rescheduling there 
of their air build-up, and I think, as General Eisenhower referred to it, 
it would require a rescheduling of the programs of our allies, and 
their training. 

Mr. Finuerrer. Yes. 

Now, as to the second part of Senator Johnson’s question, would 
that have far-reac ‘hing repercussions, as stated by General Kisen- 
hower, insofar as Europe is concerned, I can only estimate, and say 
that I am in agreement with what General Eisenhower has stated. 
General Norstad has already referred to some of the repercussions that 
were of a psychological nature that would take place. Mr. Harriman 
has referred to production and unit equipment repercussions; as to 
how serious they would be, I do not know. I should think they would 
be quite serious, but I would think the most serious of all would be the 
feeling of Europe that we were putting NATO way down the line in 
priority, and I would say that definitely would be a far-reaching reper- 
cussion. 
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Senator Jounson. General Twining, do you want to elaborate on 
that any? How about rescheduling? 

General Twinina. Well, rescheduling is kind of hard to explain, but 
it is vital. If we discontinue the flow of F-84’s produced to Europe, 
and set up new lines, that means that we have to set up a new line of 
spares and supplies that are very critically short, and I am sure it 
would result in a lot of the airplanes in NATO already there being 
grounded because the Air Force would be getting first priority on parts, 
and we would be setting up a new supply line which is expensive and 
time-consuming, and havi ing your limited supplies and spares going in 
two directions instead of one, so both would suffer. 

Senator Jounson. That is ‘all, Mr. Chairman. 

Senator Byrp. Any further questions? 

Senator Lona. I want to ask Mr. Harriman a question. Involved 
in this amendment is more than money, although they are related. 
How much of moral obligation do you feel, Mr. Harriman, is there 
that Congress has to enact this program? 

Now, as I understand it, you were present at the drafting and work- 
ing out of a program for all the European nations, and there was 
some understanding on the part of each nation to do a certain amount 
in the common defense of all of these nations involved. There is 
some question in my mind as to how far you, in your capacity, can 
go, or how far the Secretary of State can go, in binding this Nation 
or binding this Congress to a moral commitment. to appropriate a 
certain amount of money or to do a certain amount in a joint under- 
taking. Could you give us some idea as to what your view on that 
matter is? 

Mr. Harriman. Well, the committee was called a temporary 
committee or council, in which I was the American representative 
and chairman. It had to make certain assumptions, and one of 
those assumptions was that there would be a contribution equal to 
the appropriations that were made by Congress last year. 

The other countries came in with assumptions that they could get 
their legislative bodies to appropriate certain moneys, and to pass 
certain laws extending their universal military services so that all of 
the plan was based on the assumption that the different legislative 
branches of NATO, including the legislative, the Congress of the 
United States, would take the actions which were necessary to make 
this plan effec tive, 

Now, of course, under our form of government, it is different from 
that of the European, because the Cabinet falls if the reeommenda- 
tion of the Cabinet is not sustained. 

So far, and as far as J recall, the different countries have moved 
forward ‘substantially along the lines of the plan, and they fully 
understand that we have no commitment until and unless Congress 
acts. 

On the other hand, the psychological effect of the lack of support 
from the Congress of the United States would have a serious effect 
not only in terms of the money involved but, if we should only send 
them obsolete or obsolescent weapons, we could not expect to have 
very loyal allies. I am going beyond your question in dealing with 
this question of sending obsolete or obsolescent w eapons abroad. 

If we want to have good allies, which I believe we should, we have 
got to treat them as if they were ‘valuable to our security and, there- 


ee rete 


MUTUAL SECURITY ACT OF 1952 137 


fore, we must be prepared to go along with our contribution to our 
mutual security not only in terms of the size of it but also in terms of 
the quality of it. 

Senator Lone. You recommend to the Congress an amount of 
money that, if I recall, would be about $2 billion more than was ap- 
propriated the previous year; is that not correct, or somewhere in 
that vicinity. How would that compare to previous years’ appro- 
priations? 

Mr. Harriman. The appropriation was about $7.3 billion for 1952 
but the total amount—-the request [, for the] appropriations last 
year—was $8.5 billion, and the request this year was $7.9 billion. 

Senator Lona. That was an increase of about $600 million in the 
recommendation? 

Mr. Harriman. Last year there was nothing included for Ger- 
many, and in the calculations this year it was quite clear that should 
Germany come into the picture there would have to be a recalculation 
of additional appropriations in order to help support, after we knew 
what Germany could produce, a substantial increment. So, our 
whole position in Europe would be very much strengthened if the 
Western Germany part does become a part of the Western European 
defense perimeter. 

Senator KNow.anp. I would like for the benefit of the record to 
get the judgment of this groun here today as to whether, in view of the 
statement you just made, Mr. Harriman, it would be your recommen- 
dation under the circumstances that the full amount of the avvrovria- 
tion request should be approved, the authorization? U ltimately, the 
appropriations should be approved by the Congress—in other words, 
the $7.9 billion. 

Mr. Harriman. Of course, I believe that our security interests are 
better served, far better served, by the $7.9 billion. I think, as 
General Eisenhower has said, if you delay the build-up you increase 
the risk, and it is going to cost more in the long run. 

Senator KNow.anp. Mr. Finletter, what is your judgment? 

Mr. Frnuerrer. In principle, yes. I do not happen to know the 
details of the $7.9 billion. As I said in answer to a question from 
Senator Johnson, I believe that the security of the NATO area and 
our furnishing of equipment to it is in the interests of the United States, 
and is indispensable to the United States. 

Senator KNowLANbD. General Twining? 

General Twinina. Yes, sir. 

Senator KNowLaNnpb. Referring to the $7.9 billion? 

General Twinina. Yes, sir. 

Senator KNow.anp. Admiral? 

Admiral Cassapy. I think we would get money well spent. 

Senator Byrn. Any further questions? 

Senator Carn. If time permits, and on the assumption that we are 
about to mark up the bill, I would like to ask Mr. Harriman a ques- 
tion against the Foreign Relations Committee report. 

Senator Srennts. Senator Cain, would you permit a question as to 
what the Chair’s plans are as to this session? 

Senator Byrp. I would like to say that the Chair is compelled to 
leave here promptly at 1 o’clock for a very important engagement. 
We can have an afternoon meeting or we can report the bill out this 
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morning, and I would much prefer this morning, but we can have an 
afternoon meeting, if it is suitable to the committee. 

Senator Jounson. I would hope that we could act on it before the 
Chair leaves, for two reasons: to ask him what his plans are, and, 
second, the staff is going to have to go over all these hearings and 
write a report tomorrow and file it the next day, and I think the 
earlier they can get to it, the better it will be. 

Senator Srennis. I do not want to delay it; but, my goodness, talk- 
ing about a matter of 10 or 15 minutes in passing on a $7-billion item 
is mighty fast for me. 


PRESIDENT HAS AUTHORITY TO GRANT AID TO SPAIN OUT OF MSA 
FUNDS IF DEEMED ADVISABLE 


Senator Carn. My question runs to section 101, subsection (a) (1), 
Mr. Harriman, and permit me to read the section in question [reading]: 

Not to exceed 35,028,000,000 for assistance pursuant to the provisions of the 
Mutual Defense Assistance Act of 1949, as amended, for countries which are party 
to the North Atlantic Tresty and for anv country of Europe other than a country 
covered by another title of this act, which the President determines to be of direct 
importance to the defense of the North Atlantic area and whose increased ability 
to defend itself the President determines is important to the preservation of the 
peace and security of the-North Atlantic area and to the security of the United 
St: tes. 

Would your interpretation of that provision be that the President, 
in his discretion, could use some of the money to be appropriated for 
mere to Spain? 

. Harriman. It could be so if the President decided that that 
was a Wise move. 

I want to say, and may I say in comment to your previous state- 
ment, that, of course, we are proceeding with Spain in negotiations 
which you are undoubtedly familiar with, and we will be able to report 
in more detail at a later time how those negotiations progress. 

Senator Carn. I do wish vou well, sir. 

Mr. Harriman. That is, using the $100 million which is out of this 
current year’s adpropriations. 

Now, this provision of the act makes it possible for the President 
to use moneys appropriated for Spain or any other countries outside 
of NATO that he considers to be in the interest o7 the security of the 
United States. 

Senator Cain. I just want to be certain about this concern of 
mine: As I understand it, past Congresses have appropriated approxi- 
mately $100 million to be used in Spain? 

Mr. Harriman. $62.5 million for loans in fiscal year 1951. 

Senator Carn. Yes, sir. 

Mr. Harriman. And $100 million in grants in fiscal year 1952. 

Senator Carn. My understanding is that, because a treaty has not 
vet been agreed to or an agreement reached between Spain and the 
United States, none of the moneys appropriated by us have heretofore 
been used. I want to make clear, and I understand you to say, that 
the President may in his discretion provide not only those moneys 
earmarked and appropriated for Spain but moneys under this act, 
for the benefit of Spain, if in his opinion such assistance would add to 
the collective security of the Western Free World? 

Mr. Harriman. That is correct, Senator. 
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Senator Carn. | thank you, sir. 

Senator Byrp. Any further questions? 

Senator Know anp. I think Senator Stennis had some questions. 

Senator Stennis. No, not on the merits, Mr. Chairman. 

Senator Lone. On this amount of money involved in the bill—— 

Mr. Harriman. May I correct the record: I did not make it clear 
that of the $62.5 million of loans out of the fiscal 1951 appropriations 
approximately $53 million has been obligated; it is balance remaining 
from 1951 and the $100 million appropriated for 1952 which is under 
negotiation now. 

Senator Carn. But my question was that it is up to.the President 
to exercise his discretion in granting moneys from the current bill 
before us. 

Mr. Harriman. Yes, sir. 


POLITICAL AND MILITARY EFFECT OF FURTHER CUT 


* Senator Lona. Do you feel, Mr. Harriman, that a further substan- 
tial reduction in the amount of this bill would have a very adverse 
effect upon our allies, and do you feel that i7 they expect us or have any 
right to expect that we would appropriate the full amount, and that 
they feel we should not further reduce the amount of money in this 
bill? 

Mr. Harriman. It is not only what they expect. It is the physical 
results of what would happen, even with this cut which has been re- 
ported out from the Foreign Relations Committee. I think the re- 
duction in the build-up in Europe would be very serious to the security 
interests of the United States. It would also have a very serious 
psychological effect which one cannot fully estimate until we see it. 
One of the basic objectives that we have is political as well as military 
security—to cement the people of these countries in their resistance to 
Soviet infiltration, and to have the population of those countries 
strongly behind the principle of the North Atlantic Treaty, and willing 
to make the sacrifices which are necessary to build wo their military 
strength. If we do not go forward with a substantial appropriation 
this year, I think it would very much strengthen the Communist 
influence in Europe, which is attempting to develop neutralism, and 
it would break down what we have already built, and would lead to 
increased dangers that some of these countries might fall to subversion, 
eoming from internal rather than external aggression. 

Senator Lone. Up to this point, generally speaking, how much—— 

Mr. Harrman. | really do want to underscore the critical nature 
of the negotiations in ‘regard to Western Germany. It may well be 
in the next few weeks that agreements are going to be reached, subject, 
of course, to ratification by the parliaments of the different countries; 
but, if that step is taken, it may well change the whole shape of Euro- 
pean history, and any weakening at this time, I think, is an extremely 
disturbing thing. 


DEGREE OF SUCCESS OF NATO COUNTRIES IN FULFILLING COMMIT- 
MENTS MADE AT LISBON 


Senator Lone. Up to this point, speaking in a general sense, how 
much success have other NATO governments had in fulfillmg on the 
commitments that their representatives have made at these con- 
ferences at Lisbon, and others that occurred prior to this time? 





140 MUTUAL SECURITY ACT OF 1952 


Mr. Harriman. I think, by and large, they are all going forward 
with the programs that were included in the Lisbon plan. ‘There are 
some delays in the production in England, which are similar to the 
delays that we have had here; but, as I have followed it, I believe 
the parliaments of each of the countries have approved the budgets 
that were involved in the NATO plan. 

Do you know any, Mr. Wood, that were not so far? 

Mr. Woop. The French have approved the budget. I do not know 
of any—there may be some that have not finally taken the actions 
in their parliaments. All the executive branches have gone forward 
with their recommendations of the undertakings that we made at 
Lisbon. 

Senator Lone. Do you have any knowledge of any case in which one 
or some of these nations have fallen far short of what they are under- 
taking to do at Lisbon or other conferences? 

Mr. Harriman. Well, it is too early now because in the process of 
the build-up, the Lisbon plan was the first specific plan that related to 
action to be taken in the immediate future. The other planning had 
been in relation to agreements as to what might be an ultimate goal to 
reach in 1954 or 1955; so that you could not judge specific steps that 
needed to be taken up to that time. This is the first time there has 
been any specific goal set. 

Senator Byrp. Any further questions? Thank you very much, 
gentlemen. 

I want to say that the acting chairman has no purpose whatever to 
insist upon a vote this morning, and, if we are not going to have a 
vote this morning, I would suggest that we have lunch and then meet 
this afternoon; and I assume that this is too short a time maybe to 
discuss this bill. 

Senator Stennis. You want to present your arguments on this, I 
imagine? 

Senator KNowLanp. Yes; but I am willing to get this thing out. 
I think we ought to get it out today. So, if we can come back at 2 
o'clock or 2:30, that would be satisfactory with me. 

Senator Stennis. Mr. Chairman, I have not anything in particular 
to say myself, but it seems to me that we ought to confer a little 
among ourselves more than we can do here in 15 minutes before you 
would have to leave. 

(Discussion off the record.) 

Senator Byrp. Will it suit the committee to meet at 2 o’clock? 

Senator Carn. I would move you, sir, if it were convenient to meet 
at 2:30. 

Senator Byrp. The committee will adjourn until 2:30. 

(Whereupon, at 12:45 p. m., the committee recessed to reconvene at 
2:30 p. m. the same afternoon.) 


x 


— 








